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Professional Notes. 


Mr. Cuurcut’s Budget, the main features of which, 
in so far as they affect direct taxation, we have 
reported in this issue, can be regarded with confidence 
from the standpoint of the commercial community. 
In the first place, the Chancellor of the Exchequer 
has maintained the national credit by raising the 
sinking fund to its statutory limit of £50,000,000, 
and, secondly, he has announced the reversion to a 

ld standard under certain conditions which must 


carefully studied. 


The income tax is reduced from 4s. 6d. to 4s. in 
the £, with some further reliefs affecting small 
incomes. Concessions of varying rates are also made 
to super tax payers whose incomes do not exceed 
£15,000, but, on the other hand, increases are made 
in death duties commencing on estates of the value 
of £12,500. An interesting new scheme of state 
insurance is outlined, which is to be compulsory 
and contributory. Other points in the Budget need 
not be specially mentioned from the professional 
aspect, but it should be noted that the total 
revenue for 1925/26 is estimated at £801,060,000, 
while the expenditure is budgeted at £799,400,000, 
leaving a small surplus of £1,660,000. These are 
huge figures, which should inculcate the lesson of 
national economy, by means of which alone the 
taxpayers will obtain permanent relief. 


Our attention was recently directed to a receipt, 
issued by a banking house for the purchase 
consideration of an amount of inscribed stock, which 
bore close resemblance to a stock certificate. To 
prevent misunderstanding we would say that the 
bank referred to was not the Bank of England nor 
one of the great “ five” banking combinations. At 
the same time it was an important and responsible 
bank, and we think it a pity that greater discrimina- 
tion should not have been exercised in issuing a 
receipt which, casually looked at, might deceive a 
business man accustomed to handling such documents, 
and which could be dangerous in the hands of an 
unscrupulous person. 


Mr. D. Johnstone Smith, C.A., a Past President 
of the Institute of Accountants and Actuaries in 
Glasgow and a well known member of the Glasgow 
Chamber of Commerce, has given £20,000 to Glasgow 
University for the foundation of a chair in accounting. 
The London Chamber of Commerce has received a 
legacy of £10,000 under the will of the late Mr. 
Charles R. E. Bell, for the Chamber’s Commercial 
Education Scheme, which will be devoted to the 
foundation of scholarships for those intending to 
follow a commercial career. These gifts show that 
commercial and professional men are not wholly 
obsessed, as some of their critics aver, with the 
material side of their callings. 


In connection with the winding-up of a company 
a question arose as to the validity of a special 
resolution, and an action was commenced by a 
shareholder for an injunction to restrain the company 
and the liquidators from acting upon the resolution. 
The facts were that the resolution was passed on 
August 25th, 1924, by the necessary majority, and a 
meeting called for September 10th for confirmation. 
At this meeting it was found necessary to obtain 
further information from abroad, and the meeting 
was accordingly adjourned until October 10th, when 
the resolution was duly confirmed. This being more 
than a month after the first meeting, it was claimed 
that the confirmation was invalid and the resolution 


ineffective, but Mr. Justice Astbury decided that the 
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adjourned meeting was only a continuation of the 
meeting of September 10th, and that the confirmatory 
resolution was validly passed “at a general meeting 
of which notice had been duly given and held within 
a month of the first meeting.” The case was 
Neuschild v. British Equatorial Oil Company, 
Limited. ss 


Two correspondents have asked further particulars 
of advantages to be obtained by taking out single 
premium life policies from the point of view of 
saving super tax. As pointed out in a previous note, 
the saving depends upon several factors, including 
the rate of super tax in force from time to time, 
the age of the assured, the bonus additions to the 
policy, the term of the policy, and the amount of the 
loan obtained from the assurance company. Almost 
any of the well known companies will issue single 
premium policies, and we believe that about ‘90 per 
cent. of the premium can be borrowed at about 
5 per cent. interest. 


The saving arises from the fact that super tax is 
payable on total net income after deducting interest 
paid, and there is also a saving of income tax 
at half the standard rate of tax for life assurance 
premiums up to one-sixth of the income with a limit 
of 7 per cent. of the capital sum assured. The bonus 
additions to the policy also accrue as capital and not 
as income, and thus in appropriate cases the ultimate 
sum receivable when the policy falls due exceeds the 
outlay by an amount which much more than 
represents interest on the sum expended. As 
previously pointed out, the appropriate cases are 
those of persons having large incomes and therefore 
liable to a high marginal rate of super tax. The 
insurance companies are always willing to supply 
particulars of the working out of these policies as 
issued by them. 


The Eleventh Report of the National Insurance 


Audit Department under the National Health 
Insurance Acts has now been issued, and extracts 
will be found in another column. The total payments 
for sickness and disablement benefits amounted to 
£13.457,000, and the maternity benefit to £1,851,000. 
In these figures are included certain items of improper 
payment which were the subject of comment by the 
auditors in their réports. Seventy-four special 
reports were made by the auditors during the year 
on failure to account and serious financial irregular- 
ities in connection with the accounts of Approved 
Societies and Branches, involving sums amounting 
to £3,878. The view of the Department is that both 
the amounts and the number of cases reported under 
this head may be regarded as inconsiderable in 
relation to the volume of transactions and the 
number of officials entrusted with funds. More 
than one-half of the cases of irregularity involved 
falsification of accounts, including altered medical 
certificates and receipts for benefit. 


The Trustee (Consolidation) Bill has now passed 
the House of Lords, and has been introduced into the 


House of Commons. The object of the Bill, as its 
title indicates, is to consolidate the variotis enact- 
ments relating to Trustees in England and Wales. 
When passed this measure will greatly simplify the 
work of trustees by providing a code of regulations 
in a single Statute. At present it is necessary to 
refer to a number of separate enactments, either in 
the form of amending Acts or sections of Statutes 
dealing with other matters. 


An interesting decision was recently given in 
Crompton v. Sir Archibald Campbell by the Court 
of Session, Scotland, in relation to claims for 
repairs under Schedule A in excess of the statutory 
allowance. The claim for repairs exceeded the 
net Schedule A assessment of the property, and it 
was contended that the balance should be allowed 
against other taxed income. This view was accepted 
by the Genera! Commissioners, but when the matter 
came before the Court it was held that the relief 


could not exceed the tax paid under Schedule A on 
the property in question. 


An instance of how much may depend upon the 
way in which a thing is done was very clearly 
brought out in the case of Corby v. Gordon in the 
King’s Bench Division the other day. An employee 
of a public institution received a certain salary, out 
of which, under the terms of his employment and by 
the rules of the institution, he was liable to make 
payment to the institution for his board, lodging, 
washing, uniform, &c., and the amount of these 
payments was calculated upon a scale which varied 
with the cost of living. His contention was that as 
an employee resident in an institution and compelled 
to pay for board and lodging, &c., he was not liable 
to taxation in respect thereof, as there was no money 
payment made to him. The Crown on the other 
hand claimed to assess the gross salary. 


The General Commissioners decided against the 
Crown, but on appeal Mr. Justice Rowlatt reversed 
their decision. In the course of his judgment he said : 


“Tt is, I think, clear that if the holder of an 
office receives a salary and receives something like 
residence or residence plus board and washing in 
addition to his salary—advantages of which he is 
obliged to avail himself, and which in any case he 
cannot transfer to others for profit to himself—the 
amount of his salary is limited to what he receives 
in cash.” 

This, he pointed out, applied in the case of domestic 
servants, many resident schoolmasters, secretaries; &. 
But, continuing, his Lordship said: 

«« Where a person, however, is paid a salary and 
has out of it to pay a counter amount to secure 
himself some necessaries which he must have and 
which his employers think he ought to have in a 
certain form, then it seems to me there is no 
relevance in the question whether what he gets by 


that counter payment can be disposed of for money 
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or whether it is inalienable. You do not get to 
that question because he has been paid a salary, 
and what he does with his salary is immaterial.” 


Even the Judge himself admitted that “in many 
cases, and probably in most cases, the distinction 
might be a mere question of words,”’ but he seemed 
to lay stress on the fact that a gross salary was in 
fact paid and that the counter payment varied with 
the cost of living. 


It is provided by sect. 53 of the Finance Act, 1921, 
that where the profits of an Industrial or Provident 
Society are profits or surplus arising from trading 
with its own members, such profits are not 
chargeable to Corporation Profits Tax. In the case 
under notice (Sparkford Vale Co-operative Society, 
Limited) the society bought milk from its own 
members but sold the milk to the public, and the 
question before the Court was whether the profits so 
made were profits arising from trading with its 
own members. In deciding that the profits were 
assessable, Mr. Justice Rowlatt said: ‘The profit 
made does not, in my judgment, in the least arise 
from trading with the society’s own members. It 
has no profit by buying milk from its own members, 
and if it cannot effect sales to the general public 
then it does not make any profit. The profit is 
made by the selling of the article—not by the buying 
of it at all.” 


Another interesting point on Corporation Profits 


- Tax arose in the case of the Commissioners of Inland 


Revenue v. Anglo Chilian Nitrate and Railway 
Company, relating to the question of set-off. The 
Finance Act, 1920, sect. 58, provides that profits for 
Corporation Profits Tax purposes shall be determined 
on the same principles as for income tax under 
Schedule D, with certain exceptions, and that a 
deduction shall be allowed on account of any excess 
profits duty payable or paid in the United Kingdom. 
For the years prior to 1920 the losses of the company 
for excess prolits duty purposes exceeded the profits 
(in terms of duty) by over £200,000. For the year 
1920, the profits assessable for excess profits duty 
were less than this amount, and the result was that 
there was no assessment. The company claimed 
that the discharge of the assessment was equal to 
a payment for the purpose of corporation profits tax, 
and the Special Commissioners upheld this view. 
A case was then stated for the opinion of the Court, 
and Mr. Justice Rowlatt decided that no reduction 
could be allowed in respect of excess profits duty 
unless the duty had in fact been paid to the Crown. 
The Commissioners were therefore wrong in holding 
that the duty paid by set-off could be deducted. 


The question of the liability to assessment for 
income tax of foreign traders acting through their 
agents in this country has been a continual source 
of contention and litigation for many years, and 
latterly it seemed to be fairly well established that 
unless the contract for the sale of the goods was 


made in this country, there was no liability to tax. 
The case of Belfour v. Mace, however, seems to make 
the agent’s position more difficult. The appellant 
in this case was agent for an Italian firm and also 
represented other manufacturers. Orders taken by 
him were transmitted to his principals in Italy, who 
sent an acceptance of the order to the agent for 
transmission to the purchaser. No stocks were kept 
in the United Kingdom, and there were no offices or 
premises here. Payment for the goods was made by 
a cheque being sent by the purchasers to the suppliers 
in Italy. On these facts it was held by the Court 
that the contracts were made in this country, and 
that the profits were assessable through the agent. 
This seems to go beyond the previous decisions. It 
has generally been understood that in cases where the 
agent referred the order to his foreign principals for 
acceptance and did not act on his own responsibility, 
the contract was regarded as made abroad. Now it 
appears that this view must be modified, and the 
only case in which a contract can be regarded as 
made abroad will be where the foreign principal 
sends his acceptance of the order direct to the buyer 
in this country. 


The Chancellor of the Exchequer, in reply to a 
question in the House of Commons, stated that the 
number of persons chargeable to super tax for the 
year 1923/24 was estimated to be 89,000, with a 
total income of £510,000,000, and an individual 
income of £5,730. Healsostated that the estimated 
total actual income liable to income tax for the year 
1923/24 was about £2,300,000,000 in respect of 
which about 2,400,000 individuals paid tax. 


Super Tax on Incorporation of 
Business. 


Tue decision of Mr. Justice Rowlatt in the case of 
Inland Revenue v. Roberts proceeds upon somewhat 
special facts, but, notwithstanding, it has considerable 
general interest. A partnership business was 
converted into a limited company on September 3rd, 
1919, and there were included in the sale all profits 
as from January Ist of that year. Before the date 
of sale the partnership business had been assessed to 
income tax for the current year 1919-20 on the 
average of the three preceding years, and as a result 
of the sale that assessment was apportioned between 
the partnership and the incorporated company, the 
partnership meeting the proportion of the liability 
corresponding to the period April to September, 
1919, and the company meeting the proportion 
corresponding to the period September, 1919, to 
April, 1920. So far there was no dispute, and the 
apportionment did not directly come into the case. 
The next thing was that in February, 1920, the 
company declared a dividend for the year ending 
December 81st, 1919, less income tax. 
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Accordingly all these things happened within the 
tax year 1919-20, but the question in the case had 
relation to the tax year 1920-21, viz, on what basis 
super taxable income should be arrived at for 1920-21 
in the case of an individual who had been a member 
of the partnership and became a large shareholder in 
the company. It was common ground that one 
item must be his share of the partnership assessment 
1919-20 corresponding to the period between April 
and September, 1919. ‘The dispute was as to the 
proper method of treatment of the dividend which 
he had received from the company. When tax was 
added back to that dividend, the amount in the 
case of the individual in question was £3,150. 
As already stated, the dividend was paid in February, 
1920, and was in respect of the calendar year 1919. 
It is convenient to state in articulate form the 
different positions with reference to this dividend 
or its apportionment for super tax purposes. 

1.—In the super tax assessment which was made 
there was brought into account £1,859 out of the 
£3,150. This was arrived at by treating the dividend 
as accruing day by day throughout the whole of the 
calendar year 1919 and by excluding the proportion 
corresponding to the period April to September, 1919. 
The theory of this is plain enough, namely—first, 
that the dividend was out of the company’s profits 
or out of profits which had become the company’s; 
but, second, that the rule against double taxation 
necessitated the exclusion of that part of the tax 
year 1919-20 for which the appellant had already 
paid income tax in the shape of his share of the 
partnership’s assessment for that tax year. 

2.—In addition to some more extreme contentions, 
the appellant maintained that the part of the 
dividend to be struck out must not be limited 
to April-September, but must extend to January- 
September. Here, again, the theory is quite clear, 
namely, that on the face of it the dividend from 
the company was in respect of the whole period 
January- December, 1919, and through the partnership 
he had already borne tax up to the date of sale in 
September, 1919. 

3.—The Crown's position was that the whole 
dividend of £3,150 should be brought into account. 
This was on the theory that the whole dividend was 
company’s profit; that it was wltra vires the company 
to pay dividends for any period before its own 
formation; that therefore the two forms of tax 
borne by the appellant related to periods mutually 
exclusive, and therefore there was no double taxation. 

Mr. Justice Rowlatt has sustained the second of 
those positions, and has thus decided in favour of the 
taxpayer. In so holding he affirms the decision 
of the Special Commissioners. He points out that 
no profits were excluded from the sale, and therefore 
that, in taking upon themselves the burden of the 
apportioned part of the income tax assessment 
1919-20 up to the date of sale, the partners were 
“ paying that tax although they did not receive the 
profits.” On this view the dividend which was 
paid by the company for the calendar year 1919 
“replaced. the profits” up to the date of sale. 
The learned Judge is distinctly original and suggestive 
on the relation of dividend to income tax. He lays 


it down that “it is a fallacy to treat a dividend 
as if it was liable to income tax, because it is not.”’ 
The true view is that a dividend must suffer in the 
same degree as the profits out of which it is paid. 
To sustain the claim of the Crown was, it was 
said, like taxing an investor on both dividends when 
he sells out one investment cwm div. and replaces 
it by another investment also cum div., which 
would be absurd and is not law. 


Che Bate of Incorporation of 
Companies. 


One of the consequences of the litigation in the 
Jubilee Cotton Mills case (1924, A.C., 958) is an 
inconvenient change in the practice of dating 
certificates of incorporation. Formerly the rule—of 
very long standing—was to date the certificate on 
the day when the documents requisite for registration 
(e.g., Memorandum and Articles of Association) were 
left for the first official examination and the duty 
and fees paid upon them, although the certificate 
was not actually prepared, signed and issued until 
after the documents had passed a second official 
exalination and no impediment to registration had 
been found. In fact, it was usually two days after 
the receipt of these documents that the Registrar 
actually signed the certificate. Now, as the result 
of certain observations of Lord Sumner in this case, 
a certificate of incorporation by direction of the 
Board of Trade bears the date of the day when 
signed, and not the date when the papers requisite 
for registration are delivered. The old practice was 
convenient, since as soon as these registration 
documents were delivered the company at once— 
assuming that its Memorandum and Articles did not 
transgress any provisions of the Act—allotted shares 
and entered into contracts. Between the date of 
lodging these documents and the actual signing of 
the certificate there usually is an interval of at least 
48 hours in order to enable the Registrar to examine 
the documents before signing the certificate. 

The rule now is that the date of incorporation 
must be the actual date when the Registrar signs the 
certificate, not the day on which the documents are 
lodged. Sect. 17 (1) of the Companies (Consolidation) 
Act, 1908, provides that a certificate of incorporation 
given by the Registrar in respect of any association 
shall be conclusive evidence that all the requirements 
of this Act in respect of registration and of matters 
precedent and incidental thereto have been complied 
with, and that the association is a company 
authorised to be registered and duly registered under 
this Act. 

In the Court of Appeal, in the Jubilee Cotton 
Mills case, it was held that the effect of sects. 15-17 
of the Companies (Consolidation) Act, 1908, taken 
together, was that the registration of the company 
took place when the Articles of Association were 
accepted and retained by the Registrar,.and that the 
certificate correctly stated the date, but that even if 


that were not so, then under sect. 17 of the Act the 
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certificate was conclusive evidence, amongst other 
things, that the registration and incorporation of 
the company were duly effected on the day mentioned 
in the certificate, and must have effect accordingly. 
The material date was that mentioned in the 
certificate, and not that on which the signature 
thereto was written. It was also held that the 
effect of sect. 16 was that the date mentioned in the 
certificate was the first day of the company’s 
corporate existence, and that it was not open to 
anyone to prove the moment of time on that day on 
which a corporate act was done and then to say that 
the company had not then been incorporated. The 
corporate person was to be treated as having been in 
existence for the whole day of incorporation. 

Lord Sumner, in the House of Lords, stated that 
the former practice was, ‘‘in cases where everything 
was found to be in order, to date the certificate of 
incorporation as of the day when the papers requisite 
for the registration of a company were delivered to 
the office. In the ordinary course of office routine a 
substantial time was occupied by examination and 
other necessary proceedings—in this case 48 hours— 
but the certificate when signed bore the date of the 
day when the papers were first handed in to support 
the application for registration. The registration of 
the Memorandum of Association was effected by the 
Registrar signing the certificate of incorporation. 
Not until then was the official record of the 
registration entered in the office register of 
companies and the name and number inserted in 
the public index. The certificate was antedated to 
January 6th for the reason that that is the date of 
application for registration and the date upon which 
the fees are paid. No doubt it is thought that a 
diligent applicant, who has done all that was 
required of him at the outset, ought not to be 
prejudiced by a lapse of time, which is only made 
necessary by the routine of the office, but I think it 
has been overlooked that the certificate is conclusive 
evidence, and under this procedure makes the date 
of incorporation, after which the company is 
forthwith capable of acting as a company, a date 
substantially earlier than that on which the 
Registrar, being satisfied that he ought to do so, 
signs the certificate and so completes the company’s 
incorporation. Nothing in the statute authorises 
the Registrar and his officers to antedate the 
incorporation. No doubt it may be said that the 
file, which is open to the public, is only made up 
after the Registrar signs the certificate, and therefore 
that as regards those who come to search it no harm 
is done; but this is not enough. As this case shows, 
the practice also lends, or may lend, a validity to 
action, taken when the company is not yet 
incorporated, that it would otherwise lack, and the 
statute confers no authority on the Registrar to 
create an ex post facto regularity by making on the 
face of his certificate a statement which is conclusive 
evidence of the truth of something that is not the 
fact. A revision of this practice might well be 
considered.” 

In dealing with this practice he said: “It is true 
that the section does not add ‘on and from this 
date,’ for sect. 16 (1) provides ‘that on the 


registration the Registrar shall certify that the 
company is incorporated,’ and by sub-sect. 2 ‘from 
the date of incorporation mentioned in the certificate 
of incorporation the subscribers shall be a body 
corporate capable forthwith of exercising all the 
functions of an incorporated company.’ ‘I think it 
is now well settled that in a statute such as this 
‘from the date of incorporation mentioned in the 
certificate’ means (in the present case) ‘from some 
part of January 6th’ and not ‘from no part of that 
date but from the earliest part of the next day,’ and 
that the law does not in this connection divide a day 
into hours and minutes, but means by a day, the 
date of which is given, the whole of that day. We 
must accordingly take it that the company was, 
from the commencement of January 6th, ‘a body 
corporate capable forthwith of exercising all the 
functions of an incorporated company’ limited by 
shares, and must be taken to have been already born 
at the moment of allotment, whatever the actual fact 
may have been.” 

Companies, therefore, may not now allot shares or 
enter into contracts until the certificate has been 
actually signed—an uncertain date dependent upon 


the discretion of the Registrar and the time required 


for examination of the documents. The certificate 
of incorporation is the company’s statutory charter, 
and is conclusive that the company came into 
existence on the day of the certificate, and it must 
be taken to have been in existence during the whole 
of that day since by the Companies Acts a day is not 
divisible into periods. The new rule will doubtless 
cause much inconvenience, inasmuch as the day of 
incorporation is uncertain. The wisdom of the 
change is not obvious since sect. 17 (2) provides that 
a statutory declaration by a solicitor of the High 
Court, and in Scotland by an enrolled law agent, 
engaged in the formation of the company, or by a 
person named in the Articles as a director or 
secretary of the company, of compliance with all or 
any of the said requirements shall be produced to 
the Registrar, and the Registrar may accept such a 
declaration as sufficient evidence of compliance. 
This is a safeguard that due care has been given to 
the preparation of the documents and matters 
preliminary to registration. The importance of this 
change in practice is that any contract entered into 
by or on behalf of a company before the date of 
signature of the Registrar does not only not bind the 
company, but is incapable of being ratified after 
incorporation (Kelner v. Baxter (1866), L.R. 2, 
C.P. 174). A certificate of incorporation—the birth 
certificate of a company—therefore now records, not 
the date of birth, but the date when the company is 
registered as being born, evidenced by the signature 
of the Registrar on the date of signing. 


Professional Appointments. 


Mr. Arthur F. Gentry, F.S.A.A., has resigned his 
appointment as City Accountant of Norwich and has been 
appointed Consultant Accountant. Mr. 0. H. 8. Sleightholme, 
A.S.A.A., has been appointed in his place as City Accountant. 
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Manchester Bistrict Society of Incorporated 
Accountants. 


ANNUAL DINNER. 


The annual dinner of the Manchester and District Society 
of Incorporated Accountants was held at the Midland Hotel, 
Manchester, on April 3rd. Mr. Robert Heatley (President) 
occupied the chair, and among the guests were the Lord Mayor 
of Manchester (Mr. Alderman F. J.West); Mr. George Stanhope 
Pitt (President of the Society of Incorporated Accountants and 
Auditors, London); the Mayor of Salford (Mr. Alderman G. 
Billington); the Town Clerk of Salford (Mr. L. C. Evans) ; 
the Salford Borough Treasurer (Mr. J. W. Clough); Mr. H. 8. 
Ferguson (President of the Manchester Society of Chartered 
Accountants); Mr. Percy Toothill (Member of the Council, 
Sheffield); Mr. C. Tunnington (President of the Liverpool 
Society); Mr. Fred Meredith (Chairman of the Manchester 
Branch of the Institute of Chartered Secretaries); Mr. T. A. 
Farron (Chairman of the Manchester Branch of the 
Auctioneers’ and Estate Agents’ Institute); Mr. A. Linney 
Arnold (Chairman of the Manchester Stock Exchange) ; 
Mr. A. 8. Brigg (President of the Manchester Wholesale 
Provision Association); Mr. G. W. Daniels, M.A. (Dean of 
the Faculty of Commerce, Manchester University); Mr. A. E. 
Steinthal (Registrar of the Palatine Court); Mr. G. Wilcock 
(Principal Inspector of Taxes); Mr. H. L. Marsden (Principal 
of the Municipal High School of Commerce); Mr. J. D. 
Hargrave (the District Bank, Limited); and Mr. J. W. 
Nightingale (the Manchester and County Bank, Limited). 


Mr. Writ1aM Eaves, a Past President of the District Society, 
proposed the toast of ‘‘ Our Legislators and Administrators, 
Parliamentary and Municipal.” 


The Lorp Mayor or MancuesTeEr and the Mayor or SatrorD 
both acknowledged the toast, and paid tributes, as business 
men, to the value of the services rendered to commerce by the 
organised profession of accountancy. The Lord Mayor of 
Manchester said that if he might venture upon a little light 
criticism he would say that he sometimes wondered whether 
accountants were not actuated rather too much by academic 
and theoretical considerations. Business men were sometimes 
advised to do things on theoretical grounds which were very 
difficult to carry out in the commercial way. 


Mr. Frep Merepira submitted the toast of ‘‘ The Society of 
Incorporated Accountants and Auditors—its Branches and 
District Societies.” He said he had the greatest admiration 
for the Society, especially since he had discovered that its 
Secretary was a member of his own society (the Institute of 
Chartered Secretaries). There were, indeed, many affinities 
between their Society and his own. He noticed that it was 
hoped the headquarters of the Society would be moved to 
new premises in the future. His own body was also moving 
to new premises. As the President of their Parent Society 
was present, he would like to suggest that while the Council 
was considering the subject of new offices for the London 
headquarters, it might also consider whether the Manchester 
Society was not also entitled to headquarters of its own. This 
was a question that was being considered by his own society. 
There was one important question to which the Society ought to 
give its attention, and that was the registration of accountants. 
He thought the time had arrived when accountants should be 
registered. Being registered would mean that they had passed 
the examinations of societies like the Incorporated Society or 
the Chartered Accountants’ Society. With registration the 
profession of accountancy would carry a status like that of 
the legal and the medical professions. 


Mr. Greorce Stannore Pitt acknowledged the toast, and 
thanked the proposer of it for the cordial terms in which he 
had referred to their profession and Society. Their Society 
numbered some 4,000 members and upwards uf 2,000 students. 
They believed there was room for congratulation on these 
numbers, but the fact of which they were really proud was 
the quality of the students who were offering themselves for 
their examinations. He believed they were attracting to their 
Society some of the most able young men in the country. 


The branches of the Society were scattered throughout 
the world, for the Society had a world-wide organisation. 
They had vigorous branches in South Africa, which he knew 
from personal experience to be most admirable, and they had 
also representative committees in, Australia and Canada ; 
in fact, the Society was represented throughout the British 
Empire. With regard to the District Societies, he recalled 
that Manchester was the oldest, and possessed a very large 
membership. When he thought of the District Societies, 
however, he would like to see an extension of their activities, 
particularly on the part of their younger men. He was afraid 
that after the stress and strain of the examinations—and 
their examinations were very exacting—there was a tendency 
to say: ‘* Thank goodness, that is over,’’ and for the young 
qualified men to devote themselves to their practices and their 
enjoyment. He would, however, urge them to attend all the 
lectures of the Societies, and even at some sacrifice to themselves 
to support the efforts of the older members, like Mr. Walmsley, 
who had devoted so many years to the Society’s work. 
It was hoped in the not distant future to have headquarters 
in London which would be consistent with the present position 
of their Society and its future. He heartily supported the 
suggestion made by the proposer of the toast that when that 

ad been accomplished Manchester and the other District 
Societies would see to it that they also should have their own 
local headquarters. There was the ideal of registration. 
There was no doubt that this should have been accomplished 
many years ago in the same way as the profession of law and 
the other great professions had accomplished it. He was 
afraid, however, that registration would not be achieved until 
they had got a united profession. He had some hope that 
the public itself would begin to demand registration, and 
that Parliament would eventually find it necessary to grant 
registration. He thought this would come about through 
recognition of the fact that it was in the public interest that 
only men who were properly qualified should practise. The 
Lord Mayor of Manchester had referred in complimentary 
terms to their profession, for which he wished to thank him 
warmly. He would, however, like to remind the Lord Mayor 
that things which were considered impossible years ago, and 
were regarded merely as advanced theories of the accountancy 
profession, were to-day the commonplace of business practice. 
He believed the accountancy profession in Great Britain was 
in advance of the profession anywhere else in the world. He 
trusted that the Lord Mayor's criticism would prove not quite 
so well founded as the Lord Mayor seemed to think, and that 
the matters to which he referred as being rather theoretical 
would eventually prove their practical value to commerce. 
As to the future of the profession, he looked forward to the 
time when their chief activities would be the drawing up of 
scientific reports upon figures which had already been 
prepared on a sound basis. The commercial community 
needed their help in all directions, and he believed accountants 
should not be content with signing their clients’ balance- 
sheets and the statutory reports, but should also submit 
scientific reports, along with statistics, running to five or ten 
or more pages. In his own experience he had found this 
practice to be greatly appreciated. In closing he would ask 
them to do all in their power to maintain the splendid ideals 
for which their Society had been founded, and from which 
the Society had never swerved. 


Mr. A. Liyney ARNOLD, in proposing the toast of “‘ Edueation 
and Industry,” said he was one of those who believed that if 
we took care of our education our trade and commerce would 
take care of themselves, and he would urge those who were 
well placed in the matter of this world’s goods to give of those 
goods for the benefit of the educational institutions of the 
city, especially institutions like the University and the Grammar 
School. Money so given would go to the furthering of 
commerce and industry. The University of Manchester very 
much needed a chair in geography, which would be of great 
assistance to the trading community of Lancashire. He need 
hardly emphasise the point in a gathering of accountants 
that money spent on education was money spent for the good 
of the community. If the education given in the schools 
and universities was of the right kind, if it was not merely 
scholastic training but an education which inculcated in the 
minds of the students the crying need of to-day, namely, the 
need and the will to work, then very great good would be done 
to the community. 
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Professor G. W. Dantes, who responded to the toast, said 
that in recent years there had been taking place at our 
universities a development which had greatly widened their 
scope in relation to the community at large. Not so very 
long ago universities were looked upon pre-eminently as 
places of culture, and there was no conscious effort to train 
men for the more prosaic tasks of life. But during recent 
years there had been an extraordinary development which 
had expressed itself in the foundation of departments of 
economics and in the establishment of faculties of commerce. 
That development was extremely significant, and yet he did 
not think that the universities had in any way departed from 
the ideals which they had formerly held. Even in the old 
days the intention of the universities was to give men a broad 
general training which would widen their outlook, but which 
had no direct reference to the tasks which these men were to 
undertake later. He did not think a university, as such, 
could undertake to train men for specific posts. Rather was 
it the business of a university to give men that wider and 
more general outlook which would enable them to see their 
problems, not so much as narrow trade and professional 
problems, but as problems of a wider reference. In this way, 
he thought, the universities were fulfilling the function which 
they were intended to fulfil. Perhaps there never was so 
great a need for this wider outlook than there was at the 
present time, because through force of circumstances we were 
now coming to see that anyone engaged in responsible work 
of any kind could not regard that work as isolated from work 
which others were engaged in. Take the cotton industry, for 
instance. We were bewildered by the problems which the 
present position of that industry presented. We found it 
was impossible to say that this or that was the cause of the 
trouble in the industry: as a matter of fact the causes of 
the trouble were world-wide, and it was impossible to localise 
them. Yet he was assured the cotton industry would get out 
of its troubles. It would get out of them because it was run 
by Lancashire men. In any profession and in any business 
it was a gain to have a man who had received the kind of 
university training to which he referred. He belkieved it 
gave to the professions and to business a higher dignity, that 
it raised the status of every member of a profession and of the 
profession as a whole. More and more he was convinced of 
the need for the universities coming into touch with men 
engaged in business and in professions such as the profession 
of accountancy, and it had been his aim to bring that closer 
ae about so far as the opportunity to do so had 

n his. 


Association of Scottish Chartered 
Accountants in £ondon. 


ANNUAL DINNER. 


The eighteenth annual dinner of this Association was held 
at the Café Royal early in April, the chair being occupied by 
Mr. Andrew Binnie, C.A., F.C.A., President of the Association. 
Among those present were:—The Hon. Mr. Justice Greer; 
Mr. F. C. Thompson, M.P. (Lord of the Treasury) ; Mr. F. W. 
Beck; Sir John Mann, K.B.E., C.A.; Sir Thomas Nicol, 
K.B.E.; Mr. Walter A. Reid, F.F.A., C.A. (Past Chairman of 
the Joint Committee of Chartered Accountants of Scotland) ; 
Mr. C. P. Rutherford; the Right Hon. Major Coke; 
Mr. D. B. Drake; Mr. J. J. Ure (Past President of the 
Association); Mr. F. W. Pixley, F.C.A.; Colonel Pixley ; 
Mr. A. A. Garrett, B.Se. (Secretary of the Society of 
Incorporated Accountants and Auditors); Mr. A. Cathles, 
C.A.; Mr. R. Ashworth, F.S.A.A., A.C.A.; Mr. Sidney H. 
Mearns, C.A.; Major Charles Reid, C.A., D.S.0O. (Hon. 
Secretary). 

The loyal toast having been honoured, the toast of ‘‘ The 
Guests ”’ was proposed by Mr. A. Cathles and responded to by 
Sir Arthur Greer and Mr. F. W. Beck. The toast of ‘‘ The 
Chairman ”’ was proposed by Sir John Mann and responded 
to by Mr. Andrew Binnie. The ing was characterised 


South Wales and Monmouthshire District 
Society of Incorporated Accountants and 
Auditors. 


ANNUAL DINNER. 


The annual dinner of this Society was held at the Royal 
Hotel, Cardiff, recently. ‘The President of the local Society 
(Mr.G. E.S. Heybyrne) wasin the chair. Supporting him were 
the Right Hon. the Lord Mayor of Cardiff (Mr. Alderman W. H. 
Pethybridge, J.P.); Mr. George Stanhope Pitt (President of 
the Parent Society); Mrs. Pitt; the Mayor of Newport 
(Mr. W. E. Robertson, J.P.); Mr. W. North Lewis (President, 
Monmouthshire and South Wales Coal Owners’ Association) ; 
Mr. John Rowland, J.P., C.B., M.V.O.; Mrs. Heybyrne ; 
Mr. Alderman Ilityd Thomas, J.P.; Mr. John Allcock; 
Mrs. Allcock; Mr. Gilbert D. Shepherd, F.C.A. (President, 
South Wales and Monmouthshire District Society of Chartered 
Accountants); Dr. J. J. E. Biggs, J.P.; Mr. Wm. Claridge, 
M.A., J.P. (President, Bradford District Society); Mr. W. H. 
Ashmole, M.B.E.; Mr. G. J. Barron Curtis (President, 
West of England District Society); Mr. John Rees, F.C.I.8. 
(Chairman, South Wales and Monmouthshire Society of 
Chartered Secretaries); Mr. W. A. Linton, J.P. (President, 
Newport Chamber of Commerce); Mr. H. J. Smith, O.B.E. ; 
Mr. Percy H. Walker (Hon. Secretary, South Wales and 
Monmouthshire District Society); Mr. L. D. Ashton; Mr. R. 
Wilson Bartlett (Newport); Mr. A. J. Blake; Mr. D. Burns; 
Mr. G. Brinley Bowen; Mr. H. Borrett; Mr. Harry G. 
Barter; Mr. A. J. Bovey; Mr. J. E. Chilton; Mr. Charles 
Coles, B.Sc. (Principal, Cardiff Technical College); Mr. E. 
Mitchell Clayton; Major Cheeseman (Newport); Mr. C. W. 
Chabrel; Mr. RK. E.G. Dovey; Mrs. Dovey; Mr. T. N. T. David; 
Mr. E. Davies-Jones; Mr. Sydney G. Evans; Mr. Ivor E. 
Evans; Mr. Henry Edwards; Mr. Carey Evans, B.A.,B.C.L.; 
Mr. Thomas Edwards, J.P.; Mr. E. Watkin Edwards; 
Mr. T. I. J. Evans; Mr. T. H. Griffiths; Mr. G. F. Gillard; 
Mrs. Gillard; Mr. J. Pearson Griffith; Mr. W. B. Gaughan; 
Mr. J. W. Gunn; Major W. Hedley Graham; Mr. W. H. 
Guest; Mr. P. A. Hayes; Mr. A. P. Horton; Mr. F. T. 
Heybyrne; Mr. T. F. Howells; Mr. A. W. Heard; Mr. A. E. 
Harrison; Miss A. P. Hunt; Mr. F. Jennings; Mr. J. D. R. 
Jones; Dr. D. Rocyn Jones; Miss Hilda King; Mr. C. 8. 
Lashmore; Mr. Norman Lamb; Mrs. Lamb; Mr. D. A. Lowe; 
Mr. D. R. Lloyd; Mr. R. H. Lee; Mr. E. F. Lawdor; Mr. R. J. 
Langmaid ; Mr. Alfred Mart; Mr. T. R. Morris; Mr. W. 
Glynn Miles; Mr. Thomas Mills; Mr. Edwards Mills; 
Mr. T. O. Morgan; Mr. Harry Morgan; Mrs. Morgan; 
Mr. Norman T. J. Moses (Newport Borough Treasurer) ; 
Mr. C. E. MecLay, A.C.A.; Mr. Walter Meacock, F.C.A.; 
Rev. A. A. Matthews, B.A.; Mr. F. J. Notley; Mr. A. F. 
Price; Mr. T. L. Price; Mr. Alfred E. Pugh; Mr. W. J. 
Pallot; Mr. A. T. Popham; Mr. C. E. Rollinson; Mr. Guy 
Ross; Mr. H. J. Rimell; Captain Raikes, K.C., O.B.E.; 
Mr. W. A. Shepherd; Mr. George E. Smith; Mr. R. C. L. 
Thomas; Mr. W. H. Trump; Mr. W. G. Thomas; Mr. J. R. 
Taylor; Mr. W. E. Watts; Mr. R. A. Wetherall (Swansea 
Borough Treasurer); Mr. 8S. C. Williams; Mr. F. A. Webber. 


Lorp Mayor’s Happy Lor. ‘ 
The Prestpent proposed the toast of “Our Civic Governors.” 


The Lornp Mayor or Carpirr (Alderman W. H. Pethybridge), 
in reply, said they found no difficulty in disposing of their 
income at Cardiff, for it was always much more easy to 
spend other people’s money than their own. Even so, they 
were doing pretty well in Cardiff and Newport, for he 
understood there were other places where the rates exceeded 
30s. in the £. His Worship added that during the nineteen 
weeks he had been in office he had attended 30 dinners, and 
there were only two days in which he had had no engagements. 
On the whole he had no hesitation in saying that the lot of a 
lord mayor was quite a happy one. (Laughter and applause.) 


The Mayor or Newport (Councillor W. E. Robertson), also 
responding, said there was much that was pleasureable and 
much that was sad to be encountered throughout the period 
of office. It was a year that a man could look back upon as 


by a number of witty speeches. 
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the year of his life. In his (the Mayor’s) opinion no man’s 
education was complete until he had become the head of 
some body or authority. 


Mr. Joun Auucock proposed the toast of ‘‘The Parent 
Society,” in the course of which he stated that the Society was 
founded in 1885, and that unlike some other societies they had 
agreed to admit women to the privileges of membership on 
exactly the same terms as men. ~There were 4,200 names on 
the list, and members were practising in Canada, South 
Africa, Australia, India and various parts of the world. The 
members of the Society had on numerous occasions given 
evidence before Royal Commissions and Departmental 
Committees on Income Tax, Company Law, Bankruptcy Law, 
Municipal Finance and Accounts, &c., and in this connection 
mention should be made of the name of Sir James Martin, 
whose absence was very much regretted and who had rendered 
services of an outstanding character to the State on many 
occasions. Sir James Martin, aided by a wisely chosen 
‘Council, had been the builder of the Society, and it was very 
difficult indeed to estimate the benefits which had accrued to 
the members from his operations while occupying the 
position of Secretary. The District Societies were deeply 
indebted to the Parent Society for their work relating to 
branch organisations and also for their work in connection 
with the accountancy world in general, but he thought that 
the Parent Society were not sufticiently liberal in allocating 
grants for the work of the District Societies. He pointed out 
that the income of the Parent Society, according to the last 
published accounts, was £13,140, and the grants to thirteen 
District and Student Societies amounted to £394 only, 
representing about 3 per cent. of the whole. The District 
Societies were the nurseries for the young accountants, and 
carried on a great deal of educational work, and in his 
opinion the grants should be substantially increased in order 
that this work might be extended. In saying this he 
ventured to express the hope that he would carry with him 
the sympathy of Mr. Claridge, a Past President of the Society 
and an indefatigable member of the Bradford District Society. 
Mr. Allcock stated that they were delighted that the President 
= — and more particularly that he was accompanied by 

. Pitt. 


Mr. Groner Srannore Prt, in reply to the toast, after 
paying a compliment to Mr. Allcock, said he regretted that as 
a profession they were not as well organised as they might be, 
but he had every hope that the time would come when the 
merchants of this country, and even Parliament itself would 
demand that the accountants’ profession should be organised 
in a proper and adequatefashion. He believed their profession 
was attracting some of the best men in the country, and the 
fact that only 60 per cent. of the 1,500 candidates who sat 
at the last examinations passed showed how high a standard 
was demanded of them. He reminded those present that 
nothing in this world could be achieved save by sacrifice, and 
he appealed to the District Societies to show the greatest spirit 
of sacrifice. The Parent Society was not unmindful of the fine 
work that was being done by its children, but he reminded them 
they would need to conserve their funds towards the provision 
of adequate headquarters for the Society. The artistic 
headquarters they contemplated erecting would have to be 
worthy of the Society, and they would have to make a joint 
effort to provide the cost of such a building. It was proposed 
tq issue interest-bearing bonds which would be a really sound 
investment. 


Mr. W. H. Asumoxe (Swansea) proposed ‘‘ Trade, Commerce 
and Industry.” He said there was no richer district in point 
of natural resources in the whole of the country than the 
district for 50 miles around. He believed South Wales had 
still a greater future. He agreed with what Mr. Allcock 
had said about increased grants to the District Societies. 
Mr. Ashmole said that he was one of those who felt that 
accountants in the future would have to be more than mere 
auditors, and that they could perform a great work for the 
community, not, it is true, in regard to output, but in the 
equally important matter of costs. 


Mr. W. Nortu Lewis, responding, said there was a serious, 
almost a tragic, side to the toast. When he thought of the 
prospects of the coal industry in this district he was reminded 
of ‘‘ least said soonest mended.” What could they say that 
was cheerful about it? They knew of the deplorable state the 


industry had got into since the signing of the last agreement, 
and he did not think they could recall a period when the 
outlook was blacker. If ever there was a time in the history 
of the coal industry when it was necessary to take a calm and 
dispassionate view of the situation and to make a thorough 
investigation into the facts and figures, that time was to-day. 
It was said there was a silver lining to every cloud, and da:k 
as the clouds were over the coalfield to-day he thought it was 
a happy augury for the future when, as had now happened, 
the miners’ leaders had agreed to sit down together with the 
owners to make a thorough investigation into all the facts and 
figures appertaining to the industry. With goodwill on both 
sides it should not be beyond the wit of man to find some 
solution to the ditliculties with which they were faced to-day. 
He could assure those present that the owners were alive to 
their great responsibilities, and they were going into these 
investigations with the most sincere desire to find a solution 
which would be just to those employed in the industry, just to 
the capital invested in it, and just to the great community so 
vitally interested in it. (Applause.) 


The toast of ‘‘ Kindred Societies” was proposed by Mr. 
Wiis Crariner, M.A., J.P. (Bradford), who stated that he 
had recently seen in the Times that the learned professions 
to-day comprised the Church, medicine, law, and accountancy. 
He was glad to see they had amongst them that night a 
representative of the Church, medicine represented by his 
friend Dr. Biggs, several representatives of the law, 
representatives of the Chartered Institute of Secretaries and 
of the Institute of Chartered Accountants. 


Mr. Gitsert D. SHepHerp, the President of the South 
Wales and Monmouthshire District Society of Chartered 
Accountants, in the course of his reply, referred to the kinship 
between the various societies represented. His own society, 
he said, might be regarded as a brother of the Incorporated 
Society, the legal profession would certainly be considered 
a brother-in-law, the Chartered Institute of Secretaries as 
their cousins, and but for the presence of his friend Mr. Smith, 
the President of the local branch of the Institute of Bankers, 
he would have said bankers an uncle. He did not know that 
there was any close relationship to the Church, although he 
thought the idea might be developed. Mr. Shepherd wished 
to say that the best of good feeling had always existed between 
the Society and the body which he represented. He thanked 
the District Society for giving him the opportunity of 
responding. 


Mr. R. Wirson Bartuettr who, in the absence of Mr. F. J. 
Alban, the Vice-President of the District Society, proposed the 
toast of the ‘‘ Visitors,’’ paid a tribute to the services that had 
been rendered to the Society from time to time by certain of 
those present, and in particular by Dr. J. J. E. Biggs and by 
Mr. Alderman Illtyd Thomas, who had both extended civic 
hospitality to the Parent Society during Conferences in 
Cardiff in their respective periods of office as Lord Mayor 
of the city. 


Dr. J. J. E. Biaes, in the course of a very happily worded 
reply, stated what a real pleasure it had been to renew 
acquaintance with the many friends he had made during the 
Society’s Conference in Cardiff in 1923. ' 


During the proceedings a very excellent musical p me, 
arranged by Mr. R. W. G. Dovey, F.S.A.A., was rendered, in 
which Mr. Dovey, Mr. and Mrs. Harry Morgan, and Miss 
Hilda King took part. 


Presentation of a Presidential Badge to 
Mr. G. E. S. Heybyrne. 


Prior to the dinner a meeting of the Committee of- the 
Distriet Society was held, when a badge, which had been 
specially designed and executed for the District Society, 
was handed to the President. Mr. Pitt not having arrived, 
Mr. Claridge, a Past President and President of the Bradford 
Society, invested Mr. Heybyrne with his badge of office, and 
he felt sure that Mr. Heybyrne would always look back upon 
this oceasion when the District Society had first chosen to 
honour their President in this way. Mr. Heybyrne in reply 
said how much he appreciated the honour which had been 


conferred upon him, and he would endeavour at the end of 
his year of office to hand over the badge untarnished in any way. 
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Points Arising in the Completion 
of an Andit. 


A Lecture delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. L. H. GRAVES, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. Henry Moneay, Incorporated 
Accountant. 


Mr. Graves said: In performing our duties as auditors and 
more especially in the final stages of an audit, we are constantly 
meeting with problems which call for the exercise of careful 
judgment and for the test of ability which a sound knowledge, 
together with mature experience, alone can provide. 

There are works on auditing published, and very valuable 
works, too, and one might suggest that there is little of 
importance which cannot be found in a first class book on 
this subject. 

Auditing, however, provides a very wide field for the 
exercige of sound judgment and common sense apart from 
actual skill. There are also many questions arising from 
time to time, on the treatment of which differences of opinion 
might reasonably exist, and this fact is only too well confirmed 
by the cases which have come before the Courts recently and 
to which I propose to refer in a moment, where leading 
members of our profession differ in opinion as to the proper 
way to deal with problems arising during an audit. 

I feel, therefore, that if we can discuss this evening some 
of the points which we have met in our experience in the final 
stages of an audit, everyone present should reap some benefit. 

I do not propose to deal with matters which are peculiar 
to the acconnts of undertakings registered under special 
Act of Parliament and known as Parliamentary companies 
(e.g., building societies,insurance companies,gas companies, &c.) 
as the limited time at our disposal this evening would render 
such a task impossible. ‘ 

In passing, however, I mighi mention that the auditor of a 
company registered under special statute should be thoroughly 
acquainted with the provisions of the particular statute, 
particularly as to the requirements regarding the form of 
presentation of the balance-sheet, accounts, and the auditor’s 
certificate. 

I want us first of all to consider the duties of an auditor in 
relation to audits under the Companies (Consolidation) Act, 
1908. I presume we are all of us conversant with the 
provisions of sect. 113 as to the duties of auditors and as 
to the form of the report, which shali state— 

(1) Whether or not they have obtained all the 
information and explanations they have required ; 

(2) Whether in their opinion such balance-sheet is 
properly drawn up so as to exhibit a true and correct 
view of the state of the company’s affairs according to 
the best of their information and the explanations given 
to them, and as shown by the books of the company ; 

and we readily appreciate the weight of the auditor’s 
responsibility and the great amount of care to be exercised 
before giving what is termed a clear certificate, i.e., one 
which embodies the words used in sect. 113 without any 
qualifications or amplifications. The point I want to 
emphasise is the scope of an audit and the question of 
partial audits, ‘To what extent is an auditor justified in 
restricting the work performed at an audit? The fee fixed 
by a company is not always adequate if a complete examination 
of the whole of the books and accounts is to be performed. 
In many cases a purtial audit only is required, and the fee is 
reduced accordingly. Where there is a system of internal 
check in operation which effectively reduces the risk of errors 
and of fraud, a partial audit is rendered effective, provided 
it is conducted scientifically and the auditor is not restricted 
in his powers. I am a firm believer in audit programmes 
being kept, and especially so in the case of partial audits. 
This enables the work performed to be reviewed and varied 
from time to time. 

I do not consider an auditor is justified in certifying 
accounts where the fee has been reduced to such a figure that 
the work of the auditor is unduly restricted. In other words, 


there must be a minimum amount of work done, below 
which the auditor dare not go if he is to discharge his 
duty properly without running risks if anything is afterwards 
found to be wrong with the accounts. The extent of the 
limit will vary according to the particular circumstances. 
I have met cases where there is a definite understanding in 
writing between the auditors and the company as to the work 
the auditors shall not be required to perform. This cannot 
properly apply to a public company, but otherwise I see no 
objection to this within reasonable limits. 

There is, again, the case of what is termed the balance-sheet 
audit, where the work is deemed to be confined to the 
verification of the assets and liabilities shown on the 
balance-sheet. It seems to me, however, that such an audit 
cannot be adequately performed if the item of profit and loss 
included thereon is not verified, and this can only be done by 
an examination of the trading and profit and loss accounts, 
which again involves the audit of the records and transactions 
for the period covered by these accounts. It therefore seems 
to me that no audit can be adequate which involves only an 
examination of the balance-sheet. 

We will assume that the detail work of an audit is! 
completed and the draft accounts are ready for final 
consideration. The first thing necessary is for the figures of 
the previous period to be prepared. This is a point which I 
have found in my experience to be very desirable. If there is 
any marked difference in any of the figures, inquiry should be 
made as to the reason. Such a comparison may conceivably 
disclose irregularities in the accounts. A comparison of the 
reserves at the end of the two periods is also advisable. 
I think that the value of percentages cannot be overrated, and 
I suggest that the percentage of gross profit to turnover, 
administration expenses, selling expenses and net profit to 
turnover should be ascertained and compared with the 
previous period. 

One has to remember that in many cases the auditor is 
looked upon as the adviser, and his opinions carry considerable 
weight. After all, that is a feeling which should be fostered. 
The auditor who has thus reviewed the accounts is in a 
position to throw light on the results shown and to draw 
conclusions which are not apparent to a lay mind. In this 
way he gains the greater confidence of his clients. 


CarrraL EXPENDITURE. 

If there has been any capital expenditure this will have 
been vouched in the course of the audit, care being taken not 
to overlook work of a capital nature done by the company 
with materials supplied from stock and labour charged in 
wages. Let us consider the meaning of the term. I should 
define it as expenditure which is incurred in the acquisition 
of assets, not with a view to their resale at a profit as part of 
the business of the concern, but in order to earn revenue. 
I quite appreciate that in defining capital expenditure I am 
not giving the golden key which will unravel withont 
difficulty all the questions which will arise as to whether 
certain expenditure is chargeable to capital or to revenue. 

Generally speaking, expenditure of a capital nature should 
not be written off, but be added to the asset account. If such 
write off were allowed it might lend itself to the manipulation 
of the profits by in fact creating secret reserves, and here 
again the auditor must exercise his judgment as to the effect 
of writing off any capital expenditure and whether same is 
done honestly. It is a recognised fact that in the case of 
banks, for instance, the creation’ of secret reserves is 
justifiable. 

A question arises as to whether losses or profits resulting in 
the realisation of fixed assets should be transferred to profit 
and loss and what is the auditor’s duty in regard to such 
matters. I think you will agree with me that capital losses 
which have been realised should be written off. But what is 
the auditor’s duty when capital profits are realised? Should 
such profits be credited to profit and loss account? Subject to 
any powers in regard thereto which may be contained in the 
Memorandum and Articles of Association, in my opinion 
there can be no objection if by so doing they are not made 
available for payment of a dividend but only reduce a debit 
balance on profit and loss account. If, however, they become 
available for dividend, I should be inclined to advise the 
company that the profit be taken either to a capital reserve 
account or where, for instance, part only of the fixed asset, 
such as plant and machinery or buildings, is disposed of at a 
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profit, the gross proceeds could be credited to the asset 
account. Where there was evidence that there was a surplus 

uivalent to such profit after a proper revaluation of the 
whole of the fixed assets had been taken it appears to be well 
recognised that there would be no objection to such profits 
being made available for distribution, in which case it is 
necessary, in my opinion, to show the item separately in the 
published profit and loss account. \ 


Payments AND Transactions ‘‘ UtrRa VIREs.”’ 

This is a matter which calls for great care, to see that 
payments are not made or transactions occur in contravention 
to the Acts or the Memorandum and Articles of Association of 
the company. Where such a thing happens, then it is clearly 
the duty of the ‘auditor to report the matter to the 
shareholders. 

The directors act in a fiduciary capacity to the shareholders 
—in other words, as trustee of their interests—and their 
remuneration is fixed by the shareholders unless the Articles 
state otherwise. Any payments made to the directors either 
as salary, commission or expenses should be vouched 
accordingly. 

Cases often arise where the auditor discovers that a 
director or other official is indebted to the company in respect 
of a loan or for cash overdrawn. What is the auditor’s duty 
in regard to this matter? Firstly, he should see whether any 
such loan or debt is authorised by the company’s Memorandum 
or Articles of Association. If not, it becomes a question 
whether in his judgment the auditor considers that it is his 
duty to mention the matter in his report. I consider this is 
entirely a case where the particular circumstances should be 
taken into consideration. He may consider it sufficient to 
show the item separately on the balance-sheet. If he is not 
satisfied as to the bond fide intentions of the director he would 
in my opinion fall short of his duty if he did not disclose the 
facts in his report. 

Where the company is a one-man concern and the director 
is also the principal shareholder the circumstances become 
entirely different, and there seems to me no need to exercise 
the same stringency in the matter. 

A director may not contract with the company or be 
interested in any contract or arrangement made with the 
company either as vendor, purchaser or otherwise, unless 
expressly authorised by the company’s Articles, as otherwise 
such dealings would clearly be a violation of the trust which 
his position as a director implies, and would lend itself to 
corrupt practices. 

Srock VauvarIon. 

The auditor cannot accept responsibility for the correctness of 
the valuation placed upon the stock. This principle has become 
well established since the notable Kingston Cotton Mills case. 
The value of the stock is usually certified by a director or 
other responsible official, whose certificate should state also 
that the basis of valuation is cost or current market value, 
whichever is the lower. I suggest that the auditor’s duty 
regarding the stock is uct finished at this point, but that he 
should have the additions checked and extensions and prices 
tested. It is a good plan to compare prices with the stock 
sheets for the preceding period. 

Work in progress is generally included in the stock certificate 
furnished by the company,’and the question arises as to the 
basis of valuation. Should ‘cost’? mean prime cost, or 
should overheads be added? Cost should represent the value 
shown by the cost accounts, which as a rule, of course, include 
a certain amount of factory and other standing charges. 
Care should be taken to see that the practice usually adopted 
is adhered to, provided it is sound. 

Where the work in progress relates to specified contracts, its 
valuation is a much more difficult matter. Whilst there can 
be no objection to taking credit for a proportion of the profit 
estimated to have been earned to the date of the balance-sheet, 
such an estimate should certainly be a conservative one. 
The soundest plan is to make the valuation on the basis of cost. 

The auditor should examine the figures carefully and satisfy 
himself that they are not based on reckless estimates of profits 
hoped for when the contract is completed but on motives 
of pradence. 

The purchase day book for the last month or so of the 
financial period should have been examined closely to ensure 
that no invoices have been entered where the goods have not 


been received until the ensuing period. This may possibly 
happen with pro forma invoices inwards, which should not be 
entered until the goods. have been delivered. Any payments 
which may have been made against pro forma invoices will, 
of course, appear to the debit of the suppliers’ account. 
The purchase day book for the opening month or so of the 
ensuing period should have been scrutinised, as it may happen 
that goods have been received into stock and the invoice has 
perhaps for the purpose of verifying a price been held up 
and not put through the books until a later date. 


Forwarp ContTRACcts. 

The question arises as to whether it is correct to take credit 
for profit expected to be earned on contracts entered into for 
the sale of goods for future delivery. 

The general rule appears to be that the date of the ey 
should be considered to be the date of the sale, even thoug 
the goods may actually be ready for delivery at the time the 
order is booked or the contract is entered into. 

If it is claimed to take credit for profit at the date of the 
order, it is essential that a valid contract exists upon which 
the company could sue for payment; the goods should also 
be in stock and ready for delivery, although they are not 
due to be delivered until some future date. 

It is clear, however, that no harm could be done by 
postponing credit for the profit until the goods are actually 
delivered, and this is unquestionably a safe course to adopt. 
Should a loss be incurred, then likewise the loss will be shown 
when the goods are delivered. 

Conversely, where forward contracts are entered into for the 
purchase of goods for future delivery, they will as a general rule 
ve taken into stock and put through the books of account when 
delivery takes place. A question of considerable importance 
arises where the market value of such goods has fallen below 
cost as distinct from a temporary fluctuation. Although not in 
stock at the date of the balance-sheet, there is unquestionably 
a loss sustained at thatdate. The loss is not actually’realised, 
but it has been incurred nevertheless. 

If there is a disposable surplus, I consider an amount 
should be reserved as a provision for ~ loss which will be 
incurred as a result of this fall in value, although there would 
appear to be no obligation to do so. The measure of the loss 
will depend entirely on the circumstances of each individual 
case. For instance, if there is a contract for the re-sale of 
such goods, whether they are raw materials or finished articles, 
there would appear to be no loss to provide for. 


Supsrpiary CoMPANIEs. 

There is an increasing tendency nowadays for businesses to 
amalgamate with one another, or for small concerns to be 
taken over by larger ones, whereby as a consequence the 
parent company owns the whole, or substantially the whole, of 
the capital of its subsidiaries. Controversies have arisen 
from time to time as to the desirability of presenting in 
combined form the accounts of a holding company and its 
subsidiaries in order to present a balance-sheet of the whole 
concern which will show more faithfully the true state of its 
affairs. The present practice in this country, at any rate, is 
to show the holdings in subsidiaries as an investment, and 
whilst this practice exists there is a very heavy responsibility 
thrown on the auditor to satisfy himself that the balance-sheet 
he certifies should show the true position. It is quite 
conceivable that by means of subsidiary companies a company 
may, in effect at any rate, trade with itself, and could, if it so 
desired, throw the profit or loss into any section of the 
business chosen. It can be readily appreciated, therefore, the 
importance to the auditor of this matter. - 

I submit that it is necessary to make adequate provision for 
losses of subsidiaries, and similarly that it is proper to take 
credit for profits shown, whether received or not. . 

In my view it is also very desirable to show separately in 
the balance-sheet the holdings in and debts due by or to 
subsidiaries. 


How Far sHountp Accounts BE Moprrrep 1n View or Later 


r INFORMATION ? 

A case of considerable interest_bearing on this subject has 
only recently been before the Courts. I refer to the action 
between Kennedy, Berry & Co., Limited, and its directors. 
I do not propose to go into the full details this evening, as 
time would not permit, and no doubt most of us present 
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will have read the report of the case. Briefly, it was an 
action endeavouring to set aside certain audited accounts. 
In these accounts certain assets—stock-in-trade and bills— 
were valued on the basis of the actual realised figures known 
before the accounts were finally completed, which values were 
considerably below the book figures at the date of the 
balance-sheet. In giving judgment Mr. Justice Tomlin stated 
that ‘“‘in his opinion the accounts were framed on the right 
footing. It seemed clear to him that, in estimating the value 
of assets at the end of the accounting period, it was necessary 
to have regard to the actual realisations after the accounting 

iod and before the accounts were made up.” 

Here we have a principle laid down and I venture to 
suggest that it is a sound one, and in completing the audit 
care should be taken to see that this point is not overlooked. 

. In the course of this case one question to be decided upon 
was whether the auditors acted in bad faith in certifying the 
balance-sheet it was claimed to set aside. It is of interest to 
observe that this is a test which has been applied in many 
notable cases where the question of the responsibility of 
auditors has arisen. 


Avpitor’s Duty tro PREFERENCE SHAREHOLDERS. 
Sect. 114 of the Companies Act states— 

(1) Holders of preference shares and debentures of a 
company shall have the same right to receive and inspect 
the balance-sheets of the company and the reports of the 
auditors and other reports as is possessed by the holders 
of ordinary shares in the company. 

(2) This section shall not apply to a private company 
nor to a company registered before July 1st, 1908. 


I came across a point of interest recently which has some 
bearing on this section, the salient facts being that the 
Articles of a private limited company provided that the 
preference shareholders should have no right to attend 
meetings of the company or to receive copies of its balance- 
sheet unless their dividend fell into arrear. 

In the course of his audit the auditor found several matters 
which were not wrong or illegal but which did affect the value 
of the preference shares. What is the auditor’s duty in 
regard to the matter? 

You will observe that the company’s Articles go further than 
sect. 114, as they provide that the preference shareholders 
shall not attend meetings unless their dividends fall into 
arrear. They thus lose all voice in the management of the 
company’s affairs. 

Presuming that the restrictions have been validly imposed, 
it does not in my opinion necessarily render the auditor 
guilty of negligence if he makes no mention of the matter in 
his report, for the shareholders have clearly given a mandate 
to the directors and ordinary shareholders to safeguard their 
interests. In order, however, that the auditor shall be quite 
satisfied that he has fulfilled his duty in the matter, it does 
seem desirable that he should express his views in writing to 
the directors, pointing out the facts and emphasising the 
fiduciary position in which the directors are placed. He 
should recommend that the matters in question be brought to 
the notice of both the preference and ordinary shareholders 
in order that no doubt should arise at a later date as to the 
directors’ bond fides. In this way the auditor will guard 
against the possibility of blame attaching to him should such 
matters be challenged at any time. 


Form or Batance SHEer. 

In the auditor’s report to the shareholders under sect. 113 
he is called upon to state whether in his opinion the 
balance-sheet referred to in his report is properly drawn up so 
as to exhibit a true and correct view of the state of the 
company’s affairs. 

There is no strict form in which the balance-sheet should 
be presented, but it is most important for the auditor to 
insure that assets are not grouped together in such a way as 
to render the balance-sheet misleading. 

Such items, for instance, as buildings, plant and machinery, 
goodwill. preliminary expenses and investments should appear 
separately. 
INVESTMENTS. 

In verifying investments the auditor should see that they 
are either in the name of his client or, if in the name 
of a nominee, that they are held on behalf of his client. 


Where investments are registered in the name of a nominee, 
there should be, strictly speaking, a declaration of trust. 
It is not uncommon, however, for the nominee to execute a 
blank transfer in lieu of a declaration of trust, capealety 
where a company is frequently changing its securities, and, 
of course, with a blank transfer there is not the trouble and 
expense. A blank transfer enables the owner at any time 
without difficulty to have the securities transf from 
the nominee. 

Blank transfers are not so satisfactory from an auditor's 
point of view, but it has to be remembered that the practice 
is more or less established by usage, and provided the 
auditor is satisfied in regard to the investments in other 
respects and that the script is in proper custody he would 
be justified in accepting a blank transfer. 

In verifying the existence of inscribed stock, it is important 
to remember that the ‘‘ stock receipt” is not a document of 
title but only evidence that the stock in question was 
inscribed on the date named and in the name stated thereon. 
If the stock is inscribed in the name of a nominee it will be 
necessary to have a declaration of trust. A blank transfer 
will not serve, there being no document of title in the nature 
of a share certificate to accompany it. 

The correct procedure is to obtain certification of the 
holding from the bank or office where the stock is inscribed. 
This is furnished direct to the auditor at the written request 
of the person in whose name the stock is held. 

It is of interest to note that in regard to stock certificates 
given by the Bank of England, an important amendment, in 
the form of certificate, has recently been agreed to by the 
Bank. The old form states: 

‘** At the close of business on the day of 19 
the undermentioned amounts of stocks were standing in 
the names against which they are placed.” 

The following is in future to be added :— 
‘“‘and no restraint was recorded against the transfer 
thereof.” ‘ 
An effort is to be made to get other banks and registrars to 
adopt a similar amendment. 

Another matter of importance that frequently arises in 

the course of an audit is the treatment of 


DEPRECIATION. 


There does not appear to be any legal compulsion on a 
company to provide for depreciation. In fact, in the case 
of those undertakings which are required by statute to keep 
accounts on the double entry principle, where all expenditure 
on maintenance and renewals must be provided out of revenue, 
such undertakings are not required to provide for depreciation 
except of leaseholds. 

In other cases, however, it is a well recognised principle, 
established obviously on grounds of prudence, that before 
ascertaining profits an adequate sum should be provided to 
meet the loss arising from depreciation and wear and tear 
of the property. 

Renewals and replacements may then be charged to 
capital, whilst repairs will be written off to profit and loss. 
The directors may not require any provision for depreciation, 
in which case the auditor should consider whether it is his 
duty to call attention to the fact in his report. This in my 
view is desirable. On the other hand, a reference to the fact made 
by the directors in their report may be considered sufficient. 
I should be interested to have other views on this point. 


Desentures, Mortcacrs aNnp Loans. 

Debentures.—If a company has issued debentures during 
the period under review, the auditor should refer to the 
Memorandum and Articles to see that the matter is in order. 
It is usual for a company to take power to borrow in its 
Memorandum of Association. There should be resolutions 
in the minute book of the directors, and of the shareholders 
also if by the Articles the directors have not the necessary ~ 
powers. Where debentures redeemable at par or a premium 
have been issued at a lower price, proper provision should be 
made each period during the tenure of the debentures of an 
amount necessary to produce the bonus required on repayment. 

Where the debentures have been issued at a discount the 
will appear in the balance-sheet at the nominal amount an 
the amount of the discount, so far as it is not written off, will 


also appear as a separate item on the assets side. 
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The auditor should verify by inspection of the certificate of 
the register of companies t the debentures have been 
properly registered, and inspect a copy of the debenture which 
the company is required to keep at its registered office. 

If there is no specified time for the repayment of debentures, 
the register of mortgages should be inspected at each audit, 
in order to verify the amount outstanding. Where debentures 
have been repaid, there will be issued to the company by the 

Registrar of Companies a memorandum of satisfaction, which 
should also be inspected by the auditor. 

Where there are mortgage debentures—that is to say, 
debentures giving a fixed charge on certain of the company’s 
assets—there will be a trust deed securing the issue, and the 
auditor should, when verifying the creation of such debentures, 
inspect the original deed, and extract therefrom for record 
purposes the salient points. A certificate should be obtained 
from the trustee at each audit that he holds the title deeds of 
the property charged. 

The mortgage debentures should be entered in the balance- 
sheet with a note stating that it is secured by property per 
contra, the asset charged also having a note inserted against 
it stating that the asset is charged to secure a debenture 
per contra. 

Where a loan has been obtained on the mortgage of 
property the mortgage may be shown on the balance-sheet 
either as a deduction from the asset charged, or, if it is shown 
on the liabilities side, the asset should have a note inserted 

against it stating that the property is held as security for a 
mortgage per contra. 


Tirtz Derps Depostrep to Osrarn Loan. 

It may happen that a company deposits the title deeds of 
certain of its properties to secure a loan or bank overdraft. 
Unless the deeds are accompanied by a document known as a 
memorandum of deposit, to be given by the company, no 
charge on the property is effected, but the bank is secured to 
the extent that the documents, being in its custody, cannot be 
pledged elsewhere. 

Under these circumstances I think it is desirable that a 
suitable note should be made on the balance-sheet against the 
asset encumbered. 

Where debentures have been issued to the bank to secure 
an overdraft a note should be inserted under the item * bank 
overdraft” to the effect that the overdraft is secured by 
debentures to the amount of such debentures, and in the case 
of companies where the balance-sheet is published it is 
desirable to state the item as ‘‘bank overdraft.’’ The 
mention of the name of the bank is likely to be open to 
objection. 

Custropy or SEcurirtiks. 

My remarks would be incomplete if I did not refer to the 
City Equitable case. I take it that at any rate most of us 
present this evening have read the report. I suggest that this 
ease is of such importance as to make it desirable for all 
= of the accountancy profession to study the issues 
raised. 

The questions of importance related to the responsibility of 
the auditor in accepting certificates from persons having 
custody of a company’s securities. 

One question raised was as to the duty of the auditor in 
regard to the verification of securities owned by a company. 
From whom is he entitled to accept a certificate as to their 
holding of securities on behalf ‘of the company? Must he 
actually inspect the documents ? 

Even if he actually inspects the documents, is he concerned 
with the question as to whether or not such securities are in 
proper custody ? 

Briefly, my interpretation of an auditor’s duty in these 
matters is that where securities are in the custody of the 
company’s bankers a certificate from them is sufficient 
verification. In the case of other custodians, such as 
solicitors or stockbrokers, he should satisfy himself that they 
are fit and proper persons to have the custody of the 
company’s securities, when he might accept a certificate, but 
in my view it is preferable in such cases to make an actual 
inspection. 

The auditor in every case should write direct to the bank or 
other custodian, and at the same time ascertain also that the 
securities are held free of any charge, and the existence of 
the securities should be verified as soon after the close of the 


Minute Book. 

The minute book, both directors’ and shareholders’, should 
be examined, and special regard should be given to matters 
affecting the accounts. 


. Banx Batances. 

Is it the duty of the auditor to write direct to banks for 
certificates as to balances, or should the company request the 
bank to send a certificate direct to the auditor? 

Undoubtedly the first method is the most desirable, but I 
doubt whether in practice it is generally speaking insisted 
upon. It is not desirable for the company to obtain a bank 
certificate and hand it to the auditor. 

The auditor should verify all outstanding items in the bank 
reconciliation at the date of the balance-sheet in order to see 
that they are bond fide. It can be appreciated that it might 
conceivably be a fruitful source for the manipulation of the 
figures in the balance-sheet for the purposes of window 
dressing—a practice which is to be deprecated—or even for 
the purpose of deliberate misrepresentation. 

Take for example the cause of a company owning a 
subsidiary. In order to inflate the company’s cash resources 
the subsidiary pays the parent company a substantial cheque 
at the close of the financial period ostensibly in reduction of a 
debt due by the subsidiary. This cheque is paid in to the 
bank at the close of the year and inflates the cash balance, 
and shortly afterwards in the ensuing period a payment of a 
similar or approximately equivalent amount is made to the 
subsidiary. 

The effect of this payment might very probably create in 

the cash book of the subsidiary an overdraft, which however 
never becomes a real one, as funds are provided to honour the 
cheque in the ensuing period. 
If a fictitious entry of this nature has passed through the 
bank, or any other part of the company’s accounts for that. 
matter, the effect is to grossly misrepresent the true position 
of affairs, and the auditor’s duty is obvious. 


Tue Avupriror AND THE DrrEcrTors. 

Before finally completing the audit I think it is a wise plan, 
and one which I feel sure will commend itself to one’s clients, 
whether they be the directors of a company or the partners in 
a firm, for the auditor to make a report to his client on the 
accounts explaining matters of importance or of interest in 
connection therewith. 

Where the auditor of a company comes across a matter 
which it is necessary for him to mention in his report to the 
shareholders I suggest that it is only prudent for him to 
endeavour to get the matter rectified by the directors in order 
to avoid such a necessity. 


Auptror’s Dury IN REGARD TO THE PUBLISHED ACCOUNTS. 

It is a common practice in the case of public companies for 
the auditor to furnish two sets of accounts, one for the 
directors of the company and one fcr the shareholders and for 
publication. The accounts for putlication are necessarily in 
a much more condensed form, one reason being that they would 
otherwise disclose information which might be prejudicial to 


protection see that the printed accounts conform with those 
he has furnished, or where he has not already furnished 
accounts for publication, he should approve the proposed form 
and sign the proof. 

Regarding the signing of the balance-sheet by the directors, 
it is significant that sect. 113 of the Companies Act, which sets 
out the powers and duties of auditors, provides, in sub-sect. (3), 
that the balance-sheet shall be signed by the directors, and in 
sub-sect. (4) penalties are incurred by officers of the company 
in case of default. , 

I hold the opinion that it is the duty of the auditor to see 
that the directors sign the balance-sheet, and this can be 
ensured if done by the directors previous to the auditor. 
_In my remarks this evening I have only referred briefly to 
the question of verification of assets, which is one of the most 
important duties of an auditor. My reason for this is that 
Mr. Henry Morgan, a member of the Council of our Society, 
gave a most interesting and instructive exposition of this 
subject in a paper which he delivered at the recent Conference 


’ financial period as is reasonably possible. 


of Incorporated Accountants. 


the company’s interests. The auditor should for his own . 
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NATIONAL INSURANCE AUDIT 
DEPARTMENT. 


Eleventh Report. 

The following are extracts from the report on the work of 
the Department for the year 1924 :— . 

Scheme of Audit.—The scheme of audit, referred to in the 
ninth annual report as having been brought into operation 
in relation to the audit of the accounts for the year 1921, was 
continued throughout the year under review. The following 
is a summary of the auditors’ functions thereunder :-— 

(a) They carry the cash audit, so far as practicable, up to 
date, inquiring exhaustively into cases presenting 
features suggestive of fraud or loss of funds through 
ignorance or defective accounting, and they report 
in detail on all discovered cases of fraud. 

(b) They examine the expenditure charged to administra- 
tion account to see whether it is proper in character 
and amount and supported by adequate authority, 
and they report such charges as are improper. 

(c) They make an adequate examination of the members, 
title to the benefits paid to them, and report the 
sums found to have been improperly paid: at 
subsequent audits they see that the sums so reported 
are dealt with in the manner prescribed by the 
regulations. 

(d) They examine the entries in the membership, 
contribution, and benefits registers and other records 
with the relative supporting documents, and report 
on matters of substance which affect the correctness 
of the accounts or impair the efficiency of the audit. 

(e) On behalf of the National Health Insurance Joint 
Committee, they examine, in respect of approved 
societies and branches, the notifications of entries 
into and exits from insurance, and of changes in the 
status of members. 

While under the foregoing procedure the cash audit is kept 
well up to date, and other audit operations for the respective 
years of account are undertaken when the official form of 
account can be certified. In the year 1924 now under review, 
the accounts under certification were exclusively those for the 
official account years 1922 and 1923. 


Approvep SocieTIES AND BRANCHES. 

Reports of Auditors.—In relation to the accounts other 
than the investment accounts, there have been issued in the 
year ended December 31st, 1924, 9,756 certified accounts of 
approved societies and branches, comprising payments 
amounting to £19,085,012. Of these accounts, 5,548 were 
certified without reservation and 4,208 were certified subject 
to reservation. | 

Book-keeping.—Judged by the proportion of the accounts 
which were certified in the respective years with and without 
reservation, the standard of societies’ and branches’ 
accounting efficiency attained in the accounts coming under 
audit in recent years has been maintained in the accounts 
audited in 1924, the percentages of accounts certified without 
reservation in the four years 1921 to 1924 being 57.5, 51.9, 
51.9 and 56.9 respectively. There remains room, however, 
for definite and sustained improvement in the administrative 
and accounting methods of societies and branches. 

Defects in Societies’ Records.—During 1924, 995 accounts 
of societies were certified; of these, 517 were certified 
without reservation and 478 subject to reservation. The 
reservations reported relative to these 478 cases have been 
classified to disclose the frequency of the several defects. 
The total shows 109 reservations for every 100 society accounts 
certified; the corresponding number of reservations in the 
preceding year was 125. 

Defects in Branches’ Records.—During the year under 
review 8,761 accounts of Branches were certified; of these, 
5,031 were certified without reservation and 3,730 subject to 
reservation. The total shows 82 reservations for every 100 
Branch accounts certified; the corresponding number of 
reservations in the preceding year was 101. : 

t of benefit 


Renefits.—Various types of improper paymen 


continued to occur and were a subject of comment in 2,651 


ereunder shows the total payments of 

sickness and disablement benefits and maternity benefit 

included in the accounts issued in 1924, and the extent to 

which auditors were unable to certify them as admissible :— 

Centralised Societies with 
. Branches. 


Sickness and disablement benefits :— 


The statement 


£10,445,673 £2,989,525 


Total payments p> oe 
5,825 16,965 


Whereof not certified 


Maternity benefit :— 
Total payments .. - 1,488,832 359,135 


Whereof not certified én 1,204 2,029 


Additional Benefits Numerous schemes under sect. 37 (1 
of the National Insurance Act, 1911, for distributing addition 
benefits out of the disposable surpluses disclosed on the 
valuation of societies and branches as at December 31st, 1918, 
had been sanctioned by the Insurance Departments and were 
in operation during the year under review. The additional 
benefits most commonly provided under such schemes, 
namely, those which take the form of cash payments of 
increased sickness, disablement and maternity benefits, are 
not distinguished from the normal benefits in the accounts 
coming under audit, and are, accordingly, not distinguished 
in thi report. ° 

Administration Expenditure.—In 703 cases auditors reported 
that administration expenditure, chiefly for officers’ remunera- 
tion, had been incurred without due authority. Experience 
shows that in the great majority of such cases the expenditure 
is subsequently confirmed by resolution of the competent 
body or by appropriate amendment of rule, action to recover 
from the payee being comparatively rare; it therefore appears 
that these irregularities are usually of a technica] nature, 
implying defects in the keeping of the minutes, obscurities in 
the rules or laxity in administrative procedure, rather than 
excessive charges in the accounts. The aggregate amount of 
the irregular items under this head cannot be stated, as, in 
consequence of the unauthorised amounts being in certain 
types of cases difficult of ascertainment, and in view of the 
probability of action to regularise the defects, the auditors do 
not in all cases except specific sums from certification. 


Delay in the Production of Books for Audit.—In the year 
under review the auditors issued 31 and 229 special reports in 
relation to societies and branches respectively which had 
failed to produce their books and accounts for audit or had 
presented them in a state unfit for audit; the comparative 
figures for 1923 were 46 and 175. The foregoing figures show 
that an increase took place in 1924 in the number of special 
reports regarding branches, but that number was still less 
than the number (343) issued in 1922. The consequential 
a — to disturb audit arrangements and retarded 

e work. 


Banking Accounts.—Defects in the methods of operating 
upon banking accounts were again on a somewhat smaller 
scale than in the previous year. 

In 47 instances auditors reported that a banking’account 
was not opened or was not fully utilised where the magnitude 
of the transactions appeared to render the use of a banking 
account desirable, and in regard to a few societies they 
reported absence of evidence that the respective insurance 
departments had signified their approval, requisite under the 
societies’ rules, of the persons appointed to sign cheques. 

There were 22 cases reported of instructions having issued 
to bankers authorising operation on the account by one 
signature ; there were 30 such cases in 1923: and 55 cases 
were reported of blank cheques found by the auditor to have 
been signed by one or both of the two signatories authorised 
to operate on the banking account by their joint signatures ; 
there were 75 such cases in 1923. 

The effect of the irregular procedure last referred to was to 
put the banked moneys under the control of a single officer, 
thus defeating the object in view in requiring two signatures. 


Cash Books.—Reports to the number of 147 drew attention 
to the failure of officials of societies and branches to keep in 
their books sufficiently distinct records of the cheques drawn 
on the banking accounts and the disbursements made by each 
individual out of cash in hand. It is required by regulation 


that every officer handling cash shall keep account thereof. 
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THE BUDGET. 


CHANCELLOR’S SPEECH. 


SPECIAL REPORT. 


and employed, in addition to what they already pay. The 
workman will pay 4d. and the employer another 4d., the 
workwoman will pay 2d. and her employer another 2d. We 
bear in mind in the case of the workers the very 

remissions of taxation made by the late Chancellor. The 
relief granted by him more than provides the funds out of 


The following is a special report of the speech of the | which these contributions from workers can be paid. That is 


Chancellor of the Exchequer in introducing the Budget, in 
so far as it relates to Estate Duty, Income Tax, Super Tax 


and Pensions :-— 
Estate Duty. 


I propose certain additions to the rates of estate duty. 
The increases do not affect estates of modest amount— 


his share in the general architecture of the scheme if he cares 
to claim it, but only if he cares to claim it. (Laughter.) 

The case of employers is more difficult because we know 
how heavy are the burdens on our productive industry at the 
present time; while unemployment is at its present height the 
burden is especially heavy on those involved in the ambit of 


only beginning after £12,500—nor do they affect estates | unemployment insurance. Tenpence is required from the 


of the greatest magnitude. 


It is in the range of the | employer and 9d. from the workman. 
medium estates that I propose the chief increase. On 


That is an enormous 


burden. We believe this period is temporary. Once unem- 


estates between £12,500 and £18,000, where now the duty is | ployment has fallen to the neighbourhood of 800,000 then the 
from 5 to 6 per cent., the addition will be 1 per cent.; on | deficiency period is rapidly passing away and the contributions 


estates of £40,000, where now it is 9 per cent., an addition 


of 3 per cent., making it 12 per cent.; on estates of £175,000, 


of employers and workmen fall from 10d. to 6d. and 9d. to 6d. 
respectively. I hope to provide employers with certain 


where now it is 17 per cent., an addition of 6 per cent., making | resources which will enable them to meet this extra burden 


it 23 per cent.; on £400,000, where now it is 23 per cent., an 
addition of 3 per cent., making it 26 per cent.; on £800,000, 
where now it is 27 per cent., an addition of 2 per cent., making 
it 29 per cent.; on £1,000,000 or over the rates remain as 
now without increase. The yield on these, which have not 
been fixed arbitrarily, will be £10,000,000 in a full year, and 
£4,500,000 in the year of its initiation. That is my proposal. 
Pensions for Widows and Old Age. 
The average British workman in good health, full employ- 
ment at standard wages, does not regard himself and his 
family as an object of compassion. But when exceptional 
misfortune descends upon the cottage home with the slender 
margin upon which it is floated, or there is a year of 
misfortune, distress or unemployment, or, above all, the loss 
of the breadwinner, it leaves this once happy family in the 
grip of the greatest calamity. Although the threat of adversity 
has been active all these years, no effective provision has been 
made by the great mass of the labouring classes for their 
widows and families in the event of death. I am not 
reproaching them, but it is the greatest need at the present 
time. If I may change to a military metaphor, it is not the 
sturdy marching troops that need extra reward and indulgence. 
It is the stragglers, the exhausted, the weak, the wounded 
veterans, the widows and orphans to whom the ambulances of 
State aid should be directed. (Cheers.) The old laissez faire, 
the laissez ailer ideas of mid-Victorian Radicalism—(loud 
laughter)—have been superseded and no one has done more to 
supersede them than Mr. Lloyd George, and I am proud to 
have been associated with him at the beginning of these large 
insurance schemes. These modern conceptions are held not 
less earnestly by members on this side of the House. The 
Prime Minister when he was Chancellor appointed a committee 
of experts to examine into the possibility of old age pensions 
at an earlier age than 70, and of widows’ pensions. Govern- 
ments came and went, but the committee continued to labour 
in the deepest recesses of Whitehall and accumulated a mass 
of information. The scheme of insurance we had decided to 
inaugurate has been erected on that basis. Without the 
preliminary work done by this committee it would not have 
been practicable to deal with the matter this year. The 
forethought of the Prime Minister has enabled me to make the 
announcement to-day. The conclusions of the committee were 
presented to the late Chancellor last summer. I do not know 
what course he and his friends would have adopted in regard 
to them, but this mass of material was made available to 
myself and the Minister of Health, and we have done our best 
to frame a scheme. Any scheme to be of use must be 
contributory. (Ministerial cheers and Opposition ‘‘ Ahs.”’) 
Before hon. members opposite commit themselves to an 
attitude of derision let them make quite sure what the scheme is. 
Any scheme must be contributory, must be compulsory and 
above all must cover virtually the whole area of wage earning 
population represented broadly by the 15,000,000 of people at 
present insured. Those 15,000,000 with their dependents 
represent 30,000,000 of people, or 70 per cent. of the éntire 
population. The question we have to ask is what burden of 
additional contribution can be borne in existing circumstances 
by employers and employed. We believe that 4d. for men and 


and which will bea proper counterpoise in direct taxation 
to the immense remissions of indirect taxation which 
Mr. Snowden made last year. 


Tue New ScHemMeE. 

If everybody in the ambit of health insurance had from the 
age of 16 onwards contributed 4d. a week and had 4d. a week 
contributed by their employers, with women at half rates, a 
self supporting scheme would now be in operation which would 
afford 10s. a week to widows, with allowances to orphans and 
ordinary children, and secondly 10s. a week to all married 
persons and their wives from 65 years onwards. But such a 
scheme is not in existence, and the vast majority can never 
contribute on any scale sufficient to pay for benefits on this 
scale. Left to its own resources the scheme could not be 
brought into full operation for many years, and a whole 
generation of men and women might toil their lives out before 
the distribution of benefits would be wise enough sensibly to 
raise the general level of comfort among the masses. 

Here, then, is where the State with its long and stable 
finance, with its carefully guarded credit, can march in to fill 
the immense gap. The contributions of the State will enable 
the whole scheme to be brought rapidly into operation, and we 
intend to bring it into operation in successive stages beginning 
from January 4th, 1926. (Cheers.) The present capital 
value of the additional liability to be undertaken by the State 
under the scheme has been computed at nearly £750,000,000. 
Before the Committee can be asked to bind on themselves and 
future Parliaments this formidable loan, we must look not 
only to the next few years, but allow our minds to rove 
forward into remote periods of the future. Here I have to 
make a very unexpected and disagreeable digression. The 
new pensions cost of the new scheme is not the only great 
impending change we have to face. Quite apart from the 
new pension scheme, the actuaries who examined this matter 
have discoursed and predict a very great growth in the existing 
non-contributory scheme of old age pensions. The cause of 
this is not improvements made by the late administration, but 
the fact that we are now entering on periods seventy years 
away from the great expansion of the population which took 
place in Victorian times. Moreover, we are now entering and 
living in a period when the span of human life has been 
mercifully prolonged. The census of 1891 showed 5,200,000 
persons between the ages of forty and sixty. The survivors of 
those persons are the old age pensioners of to-day. Thecensus 
of 1921 showed 9,700,000 between the same ages, and they 
and their survivors will be the old age pensioners twenty or 
thirty years hence. The tendency to a larger proportion of 
old people is steadily increasing, and the actuaries assure me 
that the existing cost of old age pensions on the present 
basis would in fifty years time be more than double what it 
isat present. It isnow £27,000,000. In ten years time it would 
be £36,000,000, in twenty years £40.000,000, in thirty years 
£54,000,000, and in fifty years £60,000,000, without any 
addition of any sort or kind by any Government. This island 
in thirty years time will have more than double its present 
number of old and feeble people, and it will have to support 
them with an active population little larger than that of to-day. 
I think the facts and figures I have brought before the 


_ 2d. for women can be assumed by both parties, employers 


Committee are such as to raise disturbing and anxious 
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reflections in the-minds of every serious person. I am bound 
to secure for the Parliaments of the future the opportunity of 
controlling the growing burdens of the State. It is provided 
in our scheme that the contributions both of employers and 
employed shall be raised by 1d. each for men and a 4d. 

for women after the tenth, twentieth and thirtieth year of the 
scheme—(cheers)—up toa maximum in 1956 of 7d. for men 
and 34d. for women. I am not seeking t» fetter the 
Parliaments of the future ; I am only seeking to make sure that 
they shall be free to keep the finances of the matter under 
control. By the tenth year the cost to the state will be 
£15,000,000, by the fifteenth year £20,000,000, and by the 
twentieth year £24,000,000. By the thirty-fifth year the 
burden would have declined to £21,000,000, and thereafter 
passing into periods too speculative for us to follow the labours 
of the statistician. The whole system of old age pensions— 
not only the new scheme but the existing non-contributory 
scheme—will gradually come on to a self-supporting basis, 
which will be reached in eighty years. The State will be 
called upon to pay nearly £90,000,000 a year then and in 


perpetuity. 
Tre Srate’s ConrRIBurion. 

Lat us now see the charges to the State for the new scheme 
and for the old age pensions. At present we are paying 
£27,000,000 for old age pensions. At the tenth year the new 
scheme will cost £15,000,000, and the old age pensions 
£36,000,000—total £51,000,000. At the twentieth year the 
new scheme will cost £24,000,000, and the old age pensions 
£46,000,000—total £70,000,000. At the thirty-fifth year the 
new scheme will cost £21,000,000, and the old age pensions 
£56,000,000—total £77/,000,000. Are we justified in laying 
these burdens on posterity? Here I will remind you of the 
descending scale of war pensions. The cost at the present 
time is £67,000,000. In ten years it will have fallen to 
£43,000,000, a saving of £24,000,000. In twenty years war 
pensions will have fallen by £35,000,000, in thirty years by 
£45,000,000, and will be virtually extinguished in fifty years. 
So we find that the decreases every year in war pensions 
charges balance the increases at every stage of the new scheme 
and old age pensions taken together. By the time war 
pensions have come to an end we shall have paid off our 
American debt, and another £35,000,000 to £40,000,000 will 
innure to the relief of our successors and descendants. 
Therefore, it seems to me that nothing we are doing now 
is acting in an improper sense towards posterity. The new 
pension scheme costs nothing to the Exchequer in the first 
year. In fact, there is a profit, and a large surplus will 
accrue in the next two years, which will be carried to the 
balance of the scheme. It is only from the third full year 
that the change begins to operate. It begins at about 
£4,000,000 a year, and rises in the tenth year to £15,000,000. 

Mr. Churchill explained that it was not the intention of 
the present Parliament to be generous at the expense of. 
other Parliaments and that the payments would be by ten 
annual instalments, approximately equal, and approximately 
£5,750,000 a year beginning in 1926. He also said the Bill; 
would be presented by the Minister of Health. It was ready 
and printed, and they only waited for a convenient break in 
the Budget discussions to place it before the House. 


Tue BeEnerits. 

Referring to the benefits that would accrue under the Bill, 
he said that the widows of all men insured in the National 
Health Insurance scheme, who were insured in the new scheme, 
and who died after January 4th, 1926, would receive 10s. a week 
for life and the eldest child would receive 5s., and other 
children 3s. until they reached the age of 14. (Hear, hear.) 
Secondly, all existing widows of men insured under the Health 
Insurance who were now mothers—those who had contributed, 
had the pension for life as widows; those who had not 
contributed were only benefited while they were widowed 
mothers—that is, when they had children under 14. All 
existing widows of men who were insured under the 
National Health Insurance, and who were now mothers, 
would receive as a free gift from the State the same benefits 
and allowances in respect to children as the new insured would’ 
get. Those pensions would continue not for life, but unti 
the youngest child reached the age of 14, and six months 
thereafter. That provision affected 200.000 widowed mothers, 
and 350,000 children. Existing and future orphan children 


would receive 7s. 6d. a week. ° 


From January 6th, 1928, all contributors, male and female, 
who had been contributors to Health Insurance for five years, 
and who would have paid under the new scheme two years 
contribution—that was less than £1 a year—and who were 
over 65 years of age, would receive 10s. a week without any 
test or disabling periods of any kind. (Cheers.) The same 
benefits at 65 would be given tothe wivesof contributors who had 
entered upon their pensions. The introduction of pensions at 
65 had decided them to sweep away altogether restrictions, 
inquisitionsand means’ tests—(cheers)—upon persons now over 
70 who were insured in the Health Insurance (that was tosay in 
the industrial area) until they were 70. 100,000 persons would 
be affected by that decision. It would enable 75,000 men over 
70, qualified in every way for pensions, but who, because they 
were earning wages could not receive them, to become 
pensioners. After this Act was passed it would be nobody's 
business what they had or how they employed their time. 

Mr. Churchill added that in the case of a man of 35, who 
died after January 4th next, in insurance, leaving a wife and 
three children all under five years of age, the benefits the 
widow and children would receive, allowing for the fact that 
the pension ceased on remarriage, were worth in capital value 
£600 sterling; that was to say, as much as the maximum 
sum awarded under the Workmen’s Compensation Act to the 
widow of a man killed in a terrible accident. Such were 
the miracles of nation wide insurance. (Cheers.) 


Super Tax. 

After dealing with the policy of Imperial Preference, Mr. 
Churchill said: I come now to the second of the two main 
objectives I set before the Committee. The burden of direct 
taxation falls with injuriouseffect on the enterprise of thenation, 
and reveals itself to some extent in the present exceptional and 
grave unemployment. It is no coincidence that the country 
with the highest rate of unemployment is also the country 
where taxes on income are at the highest level, and where 
they are collected to the full. I believe that the super tax at 
its present rate is an excessive burden, both on the enterprise 
and saving power of the nation, and that it is an impediment 
to the creation of that new wealth without which our present 
rate of expenditure cannot be borne. We therefore propose 
to reduce the super tax. (An hon. member loudly: ‘‘ Hear, 
hear,” and much laughter.) I propose to reduce the super 
tax by exactly the same amount as I increase the death 
duties, thus transferring a burden of £10,000,000 from 
income to capital. The cost of this remission in the first 
year will be £6,700,000, and £10,000,000 in a full year, while 
the yield of the new scale of death duties will be £4,500,000 
in the first year, and £10,000,000 in a full year. The net 
cost will thus be £2,200,000 to the revenue in the first year, 
and in future the balance will be exact. 


Income Tax. 

I come now to the income tax payers. I propose to 
apply to the class of small income tax payers the same 
principle of relief to be applied to the higher class—the 
super tax payers. I propose to give an advantage to 
earned income as against the invested income. Increase of 
relief for earned income will be from 10 per cent., with a 
maximum allowance of £200, to sixteen and two-thirds, or 
one-sixth with a maximum allowance of £250. This will 
give a large relief to small incomes. The tax of a married 
man with an earned income of £300 will be reduced by 
44} per cent., an equivalent of two shillings on the standard 
rate. The tax of a married man with three children and an 
earned income of £500, will be reduced by one-quarter, that is 
ls. 14d. on the standard rate. In the case of an earned 
income of £750 the tax will be reduced to £44 8s. 9d., that is 
one-fifth, or 103d. on the standard rate. Broadly speaking 
therefore, the whole mass of income tax payers with incomes 
under £1,000 a year—and they are 90 per cent. of the total 
number—the relief to be given them on earned income as 
against invested income will be equivalent on an average to 
sixpence in the pound on the standard rate. Full advantage 
of the new percentages will be obtained by income tax payers 
up to £1,500 income a year, with a decreasing advantage 


‘up to £2,000. Above £2,000 income, income tax payers 


will only obtain additional relief of the tax on £50, 
but will participate in super tax relief. The cost will be 
£3,000,000 in 1925-1926, and £7,500,000 in a full year. 

The unearned income of persons over 65, whose total income 
does not exceed £500, will be treated as earned income for 
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these rebates. There are two subsidiary points to make. 
First of all I consider that the savings of old people on a small 
seale are virtually earned incomes, and therefore a person 
over 65, whose total income from investments or any other 
source does not exceed £500 a year, will gain the advantage 
of this relief to earned income, although the income may be 
completely derived from savings. 

The second point is the increased relief we are giving to 
the small class of income tax payers—the earners 
to whom we are giving enormous relief. This relief justifies 
my asking as a small return that they will accept an alteration 
in the system of quarterly assessments, which is designed to 
reduce by nearly £100,000 the disproportion in the costs 
of the collection of the tax. 

Lastly, but not least, I come to the standard rate of income. 
So far the proposals affect a very large class of taxpayers in 
varying degree, but they do not affect them allequally. 

I have every wish and incentive, and have received every 
exhortation—(laughter)—to reduce the standard rate of 
income tax. But my powers are severely circumscribed. The 
cost of remission of income tax has grown with the increased 
yield. The remission of a penny in 1924 would have cost 
£3,400,000 the first year, and £4,900,000 in a full year; in 
1925 a penny remission would cost £4,000,000 in the first year, 
and £5,500,000 in a full year. 

We are approaching a period in which Chancellors of the 
Exchequer will be content and even proud if they can 
announce a remission of income tax of 4d., of 3d., of 2d., or 
even a single ld. I have to think for more years than one, 
and not produce this year a Budget which would leave me 


stultified and in the position of having misled the House, the 
taxpayer and the country. I cannot do it when I have to, 
consider the possibility that I may have to stand here next 
year and take the consequences. However, in the present 
circumstances I have decided to reduce—(cheers and 
laughter)—the standard rate of income tax by 6d. (Cheers.) 
It will cost £24,000,000 in the first year, and £32,000,000 in 
a full year. I am now in the position to balance the Budget 
of 1925, but I do so ona revenue of £801,060,000, and an 
expenditure of £799,400,000. 

I have reserved for contingencies a prospective surplus of 
£1,660,000. I have thus balanced the Budget in the public 
ledger in £ s.d., and I have also tried, according to my lights, to 
balance it fairly in the scale of social justice as between one class 
and another. (Ministerial cheers.) I have tried to present on 
bebalf of this new Parliament and large Conservative majority 
a scheme which has both unity and combination, which is 
national and not class or party in its extent or intention, which 

to give every class the assistance it most requires 
in the form most acceptable to the individual and most 
useful to the State, a scheme from which no class of man or 
woman is excluded, and in which the proportion of advantage 
or relief progressively increases as the ladder of wealth is 
descended. I cherish the hope, that by liberating the 
production of new wealth from some of the shackles of 
taxation the Budget may stimulate enterprise and accelerate 
industrial revival, and that by giving a far greater measure of 
security to the mass of wage earners, their wives and children, 
it may promote contentment and atability, and make our 
Island more truly a home for all its people. (Cheers.) 


The following official figures were laid before the House of Commons by the Chancellor of the Exchequer when opening 


ESTATE DUTY. 


It is proposed to increase the rates of Estate Duty payable in respect of estates exceeding a net principal value of £12,500 
and not exceeding a net principal value of £1,000,000, as shown in the following tables. The first table shows the increase 
in the rates of duty, and the second table sets out the scale of rates of duty proposed. 


Estate Duty.—ALTERATION oF SCALE. 


the Budget :— 


Rate per Cent. FOR EACH RANGE. mB Her,” eee 
A 
Principat VALvE or Estate. sun Cam. 
Present Rates. Proposed Rates 
—— Not —— 
100 500 . " ‘ 1 1 
500 - 1,000 . . ihe 2 2 
1,000 5,000 . i ia 3 3 No change. 
5,000 10,000 . ‘ ‘ 4 4 
10,000 12,500 .. “se en 5 5 
12,500 15,000 .. ‘ 5 6 1 
15,000 18,000 as 6 7 1 
18,000 21,000 6 and 7 8 1 or 2 
21,000 25,000 .. 7 9 2 
25,000 30,000 F 8 10 2 
30,000 35,000 . ‘ 9 11 2 
35,000 40,000 .. . 9 12 3 
40,000 45,000 .. . 10 13 3 
45,000 50,000 .. ‘ 10 14 4 
50,000 55,000 °.. - ll 15 4 
55,000 65,000 .. ‘ 11 and 12 16 4 or 5 
65,000 75,000 .. . . 12 and 13 17 4or5 
75,000 85,000 .. . 13 18 5 
85,000 100,000 .. 13 and 14 19 5 or 6 
100,000 120,000 .. r 14 and 15 20 5 or 6 
120,000 140,000 .. ae é 15 and 16 21 5 or 6 
140,000 170,000 .. ree i ‘ 16 and 17 22 5 or 6 
170,000 200,000 .. on ; 17 and 18 23 5 or 6 
200,000 250,000 .. ' : 19 and 20 24 4 or 5 
250.000 325,000 .. es ids 21 and 22 25 3 or 4 
325,000 400,000 . an i 22 and 23 26 3 or 4. 
400,000 500,000 .. ‘ - ive 24 and 25 27 2 or 3 
500,000 750,000 . 3 ‘a ‘ 26 and 27 28 1 or 2 
750,000 1,000,000 . nit os ihn 27 and 28 29 1 or 2 
1,000,000 1,250,000 o nd “ 30 30 
1,250,000 1,500,000 .. ee 7 = 32 32 
1.500.000 eo nn ee 35 35 No change. 
2,000,000 **f * of ** “ef ef 40 40 
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INCOME TAX AND SUPER TAX. 


Amount of tax, and effective rate of tax per pound of 


income, on specimen incomes. 1924-25 and 1925-26. 


Marrrep Covptes WitrHovut CHILDREN. 


Charge for 1924-25 


Proposed Charge for 1925-26. 


Tf Income all If Income all 


“ Earned ” Income. 


** Investment ” Income. 


If Income all 
“Investment ” Income. 


If Income ali 
“ Earned" Income. 


Income Tax 
(including Super 
Tax, if any). 


Income ‘Tax 
(including Super 


Effective 
Tax, if any). Rate. 


Effective 
Rate. 


‘ oe e Tax 
including Super 
Tax, if any). 


Effective 


Income Tax Effective 
Rate. Rate. 


(including Super | 
‘lax, if any). 


COBMBBDAAAGSSGSAHKIT RE OWKWWONNNKHK kK OOS * 


So a d. 


ae a 


<2 © 


ot = 
ewe Se 


al Le ad 


=" 
6oZgse= 


_ 


_ 
So 


£ 
250 
300 
350 
400 
500 
600 
700 
800 
900 
000 
250 
500 
000 
500 
000 
000 
000 
000 
000 
000 
000 
600 
000 
000 
000 
000 
000 
000 
000 
000 


Wwwwwrwerwewwrwwrw ewww wowwwwwwwonw 
SOCOSCBBBDAAAGAGSAMAAEEWKWKWONNNNRK KK OOO 


SSSSSESRS cons apewwe ee 


ee 


i 
~ 
o 


76,341 76,386 11 


3 
-¥ 


Qa 
SSS SSO SH HOOASHOSS SOF : 


ne - 
Ne 
| 


. 4d. 


— 


— 
S~eEgoes 


LS a 


~ 
~ 


ae 
— 


= 
wpoawoosi 


wocw oS 


ae 
oe 


~ 


Ssgee- 
_ 


SEFTSLS*ZQRee 


So 
ecocoooccooocoeocesosooeoocoossoooescessso & 


coocoocoeoceceoceoooooooeor Oc Kr OR DRO 
COBDBMHDAAASASAIAIAE EE WOWN NNN KKH OOOO 


SCElBBDBDANAAMAIMAKk RR KOKO KOWNNH NHN 


ae 
Aac- 
a oe 


INCOME TAX. 


I.—Rarte. 


It is proposed to reduce the standard rate of income tax 
from 4s. 6d. to 4s. in the £. 


II,—DirFreRENTIATION IN Favour or ‘‘ Earnep” Income. 

It is proposed to increase the relief to ‘“‘earned” income from 
a deduction of one-tenth of the earned income, subject to a 
maximum deduction of £200, to a deduction of one-sixth 
of the earned income, subject to a maximum deduction 
of £250. 

It is proposed to regard as earned income the investment 
income of taxpayers whose age is 65 years or more, and whose 
total income does not exceed £500. In the case of married: 


persons, this relief will be granted when either spouse is of 


the age stated. 
1l.— Soren Tax. 


o. present and proposed scales are shown in the following 
table :— 


| Existing 
| Rates in £ 


s. d. 
On the first £2,000 of income ‘ Nil. 
On the next £500 (to £2,500) ea 
£500 (10 £3,000) 
£1,000 (to £4,000) 
£1,000 (to £5,000) 
£1,000 (to £6,000) 
£1,000 (to £7,000) 
£1,000 (to £8,000) 
£2,000 (to £10,000) 
£5,000 (to £15,000) 
£5,000 (to £20,000) 
+ £10,000 (to £30,000) 
On remainder (above £30,000) 
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lt is proposed to reduce the rates of super-tax. Details of 
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Correspondence. 


SINGLE PREMIUM POLICIES AND SUPER TAX. 
To the Editors Incorporated Accountants’ Journal. 
Srrs,—Reéferring to the Professional Notes in the April 
issue on the subject of ‘‘ Possible Savings in Super Tax”’ by 
taking out a single premium life policy, I should be obliged 
if you would kindly give me some further details as to how 
this operates, and also the names of some of the insurance 

companies issuing such policies. 
Yours faithfully, 


E. W. Jounson. 


To the Editors Incorporated Accountants’ Journal. 
Sirs,— With reference to paragraph in last issue regarding 
the saving of super tax that can be effected by taking out 
single premium life assurance policies, I would be extremely 
obliged if you could give me the precise saving that might 
be effected ‘in this way in the case of an income of, say, 
£10,000 per annum. 
Thanking you in anticipation, 
Yours faithfully, 
E. F. Rang, A.S.A.A. 


(We deal with this in our Professional Notes.—Eps., [.A.J.] 


PROFESSIONAL DESIGNATIONS. 
To the Editors Incorporated Accountants’ Journal. 

Srrs,-—Recently I have had occasion to receive letters from 
several firms of accountants comprised of both Incorporated 
and Chartered Accountants, and observed that in each case 
the designation ‘‘ Accountants and Auditors” was conspicuous 
on the notepaper. Upon inquiry I find these firms use the 
same designation on their windows and door plates. 

The use of this designation by qualified men is to be 
deprecated. There is no doubt it causes misapprehension in 
the mind of the layman, and harm to the younger members 
of the Society and Institute who are endeavouring to build up 
practices and are to an extent in competition with gentlemen 
calling themselves ‘‘ Accountants and Auditors,” yet do not 
belong to any recognised body of accountants. There is a 
natural tendency for a practitioner when he has established 
himself, to disregard something which looks perhaps a small 
matter but in reality means much to the younger members 
of the Society and Institute who are battling against conditions 
different from those of twenty to thirty yearsago. Asa younger 
member of the profession I would earnestly appeal to 
Incorporated and Chartered Accountants practising together, 
and who have any respect for themselves and the respective 
bodies to which they belong, not to use the designation 
“Accountants and Auditors.” As an alternative, the firm 
name only, with the partners’ names and qualifications set out 
below in full, would do away with any misapprehension and 
could be used on notepaper, door plates and windows if necessary. 

Or, again, it is understood the Society will admit Chartered 
men to membership in such circumstances, enabling the firm 
to practise as ‘‘ Incorporated Accountants.” In this case the 
full qualifications of the partners are not lost sight of, for 
under the designation ‘‘Incorporated Accountants” there 
could be stated the partners’ names and in addition the letters 
to which they are entitled as members of the Society or as 
members of both the Society and Institute where applicable. 

Either one or the other of these methods of practising is 
being adopted gradually in such circumstances, but this letter 
is written in the hope that one of the methods will commend 
itself to those who still use the designation ‘‘ Accountants and 
Auditors.” 

I am, Sirs, 
_ Yours faithfully, 
Cc. H. 


[Respecting the above statement regarding admission of 
Chartered Accountants, we assume our correspondent refers 
to Article 13 of the Society’s Articles, which confers powers on 
the Council to deal with special cases where candidates have 


Society of Incorporated Accountants and 
Auditors. 


SOUTH AFRICAN COMMITTEE (EASTERN BRANCH). 


ANNUAL GENERAL MEETING. 


The second annual general meeting of this Branch was 
held in Johannesburg on March 23rd, when there were 
present: Mr. H. J. Macrae hy the chair), Mr. E. C. Lowe, 
Mr. V. L. Andersson, Mr. J. H. E. Wilson, Mr. R. Hemphill, 
Mr. W. D. Charlton, Mr. M. Dreyer, Mr. F. I. L. Levine, 
Mr. A. L. Palmer, Mr. M. Edmund and the Secretary 
(Mr. D. P. C. Blair). 


Chairman’s Address. 

The Chairman moved the adoption of the report and accounts 
for the year 1924, and said: The number of members shows a 
steady increase, and the continued applications from students 
in the accountancy profession to become articled to our members 
is most gratifying. Your Secretary informs me that fifteen 
years ago at this Transvaal Branch of the Society there were 
only four sets of articles in existence. Since that date a 
further 90 sets of articles have been registered, of which 
44 are at present running in the Transvaal and 16 in force 
in Natal and Rhodesia. In 1910 there were only 5 candidates 
to sit for our examinations, whereas during the past year as 
many as 36 candidates from the Transvaal, 14 from Natal 
and 2 from Rhodesia sat for the examinations. In May last 
21 candidates presented themselves, of which 7 passed the Final, 
4 the Intermediate and 1 the Preliminary. In November last 
31 candidates presented themselves, of which 12 passed the 
Final, 6 the Intermediate and 3 the Preliminary. I think 
that you will agree with me that these results are highly 
satisfactory, and, in view of the fairly stiff papers that were 
set, show a high degree of efficiency amongst the Transvaal 
and Natal students. At the examinations held last November 
it is pleasing to record that of the Natal candidates who sat 
and passed, one is bracketed in the second position in the 
Final and another is bracketed in the second position in 
the Intermediate. When it is borne in mind that candidates 
sitting for this examination come from all parts of the world, 
it is of high honour to Natal that two of her young men 
obtained the coveted Certificates of Merit. We can look 
forward with confidence to an increasing number joining our 
Society in the future. 

I regret to have to record the deaths during my year of 
office of the following:—Mr. J. Waldie Pierson, Mr. D. F. 
Forsyth, Mr. O. J. Ransome and Mr. T. L. Pryce. I cannot 
allow myself to pass over the obituary list without referring to 
my very old friend, Mr. J. Waldie Pierson, who died in London 
on July 22nd last. He was one of the small band of 
accountants in Johannesburg at the time when Johannesburg 
was a mining camp, and was President of the Institute of 
Transvaal Accountants when that body was absorbed by the 
Society of Incorporated Accountants and Auditors, and though 
he abandoned the practice of accountancy and took up law he 
always retained a lively interest and never ceased to continue 
his membership in our Society. 
late Mr. T. L. Pryce, who for many years had been one of 
the auditors of our Branch accounts, and I am sure you will 
join me in sympathy to the relatives of Mr. Ransome, one of 
our youngest members, who gave promise of a very successful 
career. 

During the year your Secretary visited Durban, and held a 
meeting in Mr. Berend’s office of the Natal members, when 
matters of importance were discussed. We have since agreed 
to accept the examination of the Natal Technical College 
Professional Preliminary as equivalent to our Society’s 


approved our action in the matter. 

As you are all aware, the Union Accountants’ Registration 
Bill was again brought forward in August last, during the first 
session of the new Parliament. It has been in the hands of 
Mr. Close to pilot the measure through the House, and it had 
reached the committee stage, when discussion was resumed 
on March 13th last over Clause (19) of the Bill. It continues 
to give trouble, and, as you may remember, it enables 
members of the public service, municipal accountants, and 


passed approved examinations.—Eps., I.A.J.] 


similar classes of individuals to be registered as accountants, 


I also wish to refer to the - 


Preliminary examination, and the Council in London have © 
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after passing the examinations, provided they have been 
employed for a term of ten years in such work, and have been 
eighteen months in the office of a practising public accountant. 
The Bill made no progress, and its ultimate fate is considered 
to be extremely doubtful. 

I think it is not sufficiently emphasised that the sole object 
in the promotion of any Bill should be to ensure that no 
person may hold himself out to the public as prepared to 
undertake the important and responsible duties which are now 
cast upon our profession unless he has undergone a period of 
service in the profession and passed adequate tests as to his 
practical and theoretical knowledge of the duties and work of 
a practising accountant. 

In conclusion, I have to express my appreciation of the 
support given to me by the members of the Committee during 
my term of office as Chairman and also my thanks to our 
Secretary for his assistance and his unfailing attention to the 
interests of the Society. 

I beg formally to move the adoption of the accounts of this 
Branch for the twelve months ended December 31st last. 

In the course of the discussion following the Chairman’s 
Address, Mr. R. Hemphill raised the question of chargin 
premiums to young men who desire to be articled. He sai 
that there were now many more applicants than vacancies for 
articled clerkships, and on the principle that if you pay for 
something it is more valuable than what you get for nothing, 
he thought that the time had arrived when premiums should 
be charged. The members present agreed generally with 
Mr. Hemphill’s views, and it was decided to recommend to 
the incoming Committee to issue a circular to members 
recommending them to charge a premium to articled clerks. 

Mr. Edmund suggested that in order to bring members 
together, it might be a good idea to arrange a golf competition 
on a near and convenient date, in which all Incorporated 
Accountants and their clerks could compete. He also 
suggested a dinner, but the feeling of the members present, 
although wholly favourable to the idea of a golf competition, 
was against the proposal to hold a dinner. 

Mr. E. C. Lowe brought up the matter of a company 

pectus which contained the words ‘‘ Registered under the 
Limited Liability Laws of the Union,’”’ instead of the 
** Orange Free State.’’ As the Secretary is a member of the 
Transvaal Society of Accountants, it was decided to 
communicate with that body on the matter. 

The motion for the adoption of the report and accounts was 
put from the chair and carried. 


Locat ComMMITTEE. 

The retiring members of the Local Committee: Mr. Macrae, 
Mr. Dreyer, Mr. Gardner, Mr. Webber, Mr. Lowe, Mr. 
Hayward, Mr. Palmer, Mr. Hewitt, Mr. Hodgson, Mr. Hemphill. 
Mr. Mitchell, Mr. O’Brien, Mr. Mallinson, Mr. Berend and 
Mr. Hurley were declared re-elected. 


° AUDITOR. 

On the motion of Mr. E. C. Lowe, seconded by Mr. R. 
Hemphill, Mr. O. F. Brotherton was elected auditor for the 
ensuing year, and his remuneration for the past audit was 
fixed at £7 7s. 
A vote of thanks to the Chairman and retiring Committee 
having been unanimously carried, the meeting terminated. 


Report. 
The Local Committee submit herewith the balance-sheet as 
at December 31st, 1924, and the revenue and expenditure 
account for the year 1924. 
During the year eleven new members have been admitted. 
The membership roll on December 31st, 1924, stood at 143. 
The usual examinations were held in May and November. 
In May eight passed the Final, four the Intermediate and one 
the Preliminary. In November twelve passed the Final, six 
the Intermediate and three the Preliminary. 
Your Committee regret to have to record the deaths of 
Mr. J. W. Peirson, Mr. O. J. Ransome, Mr. D. F. Forsyth, 
Mr. M. W. Gracey and Mr. T. L. Pryce. The late Mr. Pryce 
had been one of the Branch Auditors for many years. 
Under the bye-laws of the Branch all members of the 
Committee retire annually and are deemed to be nominated 


Society of Incorporated Accountants and 
Auditors. 


MEMBERSHIP. 
The following additions to, and promotion in, the Membership 
of the Society have been completed since our last issue :— 


ASSOCIATES TO FELLOWS. 

Auten, F RICK (Rawlinson, Allen & White), 22a, Donegall 
Place, Belfast, Practising Accountant. 

Davison, Ratru Georeg, Joint Accountant, Southern Railway, 
Waterloo Station, London, 8.E.1. 

Davies, Tupor, 18, Dunraven Place, Bridgend, Practising 
Accountant. 

Iver, Joun Duntop, B.Com., Depute City Chamberlain, City 
Chamberlain’s Office, Edinburgh. 

Martin, Francis Atrrep (Wilson, Martin & Co.), Canadian 
Chambers, 36, Spring Gardens, Manchester, Practising 
Accountant. 

Riuey, Atrrep,Chief Accountant,City Treasurer’s Department, 
Town Hall, Leicester. 

Vickery, Bertram Gerorce, F.C.A., 40, St. Peter’s Street, 
St. Albans, Practising Accountant. 

Waite, Joun Swan (Rawlinson, Allen & White), 224, Donegall 
Place, Belfast, Practising Accountant. 


ASSOCIATES. 

Carter, Freperick Autnam, Clerk to Smith & Hayward, 

London and Yorkshire Bank Chambers, Tyrrel Street, 

Bradford. 

CuarratH, Buaprrra Matx, M.A., Clerk to Philip E. Farr, 
26, Budge Row, Cannon Street, London, E.C.4. 

CrosgE, Percy Lonsparz, Clerk to J. E. P. Close & Co., 
Colonial Mutual Buildings, Adderley Street, Cape Town. 

Hopson, CuHartes Wepprener, Clerk to Bolton, Wawn & Co., 
48, West Sunniside, Sunderland. 

Jones, Harotp Brxeuam, Clerk to Woodington, Bubb & Co., 
5, Philpot Lane, London, E.C.3. 

Norror, Frank Freperics, Clerk to J. Earle Hodges, Wright, 
Judd & Co., Ridgway House, 40/42, King William Street, 
London, E.C.4. 

Prvnorn, Leonarp Hersert Fiercuer, Clerk to Stanley F. 
Stephens & Co., 16/17, New Hibernia Chambers, London 
Bridge, London, 8.E.1. 

Rarspury, Samvuey, Clerk to H. Rainsbury & Co., 65/66, 
Basinghall Street, London, E.C.2. 


THE CHARTERED INSTITUTE OF 
SECRETARIES. 


Country Conference. — 


This year’s country conference will be held in the city of 
York on Thursday and Friday, May 14th and 15th. 

It is being arranged in conjunction with the North-East 
Coast Association of Chartered Secretaries (the Branch on 
Tyne-side and Tees-side), the Sheffield and District Branch, 
and the West Yorkshire Branch. 

On Thursday, May 14th, the business of the conference 
will be opened by the President of the Institute (Mr. James 
W. Slack, of Warrington) at 10 a.m. in the Corporation 
Council Chamber or the Guildhall. Following this a paper on 
‘*The Secretary and his Place in the Industrial Triangle,” 
by Mr. J. B. Bardsley, F.C.1.8., and Mr. Slater Willis, F.C.L.S., 
will be read. In the afternoon the Lord Mayor and the Lady 
Mayoress will givea reception. In the evening the conference 


for re-election. 


dinner will take place at the Royal Station Hotel. 
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- Some Notes on the Latu of 
Banking. 


A Lecrure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. C. A. SALES, LL.B., 
INCORPURATED ACCOUNTANT. 


_ ‘The chair was occupied by Sir Bastin Mayuew, WB.E., F.C.A. 


Mr. Sauzs said: In view of the fact that a banker primarily 
obtains the wherewithal to carry on his business from persons 
who deposit funds with him either on current or deposit 
account, his relations with his customer have given rise to the 
largest proportion of the volume of law by which he is now 
surrounded, and I propose therefore first of all to devote some 
little time to a consideration of his legal position both as 
** collecting ”’ and as ‘‘ paying ” banker. 

The banker's relationship with his customer is complex: 
it may be one of debtor and creditor, of agent and principal, 
or of bailee and bailor, according to circumstances, but 
unfortunately the line of distinction cannot always be clearly 
drawn. 

Let us first consider the terms we employ. It is to be 
regretted that there are no statutory definitions of a ‘‘ banker”’ 


or of a ‘‘customer.” A banker has been indirectly defined 


as a ‘‘person who carries on the business of banking.”’ 
Comprehensive, but not illuminating. Another definition of 
a banker is an old one referred to in *‘ Sykes ’’ as a man who 
takes care of other peopie’s money and lets them have some of it 
when required. A more comprehensive description is that a 
banker is a dealer in money and credit. A customer has been 
referred to as ‘‘a person who has some sort of an account, 
either deposit or current account, or some similar relation ”’ 
with a banker. This is also vague, but it is clear that the 
relationship does not exist in those cases where a banker is in 
the habit of cashing cheques for a person who has no running 
account with him, and he (the banker) would not in such 
circumstances be in the position to claim the protection 
afforded by sect. 82 of the Bills of Exchange Act. 

The banker must take reasonable precaution and exercise due 
care in accepting a person as acustomer. Two cases, one of 
which is of recent date, will serve to illustrate the necessity for this. 

In Ladbrooke & Co. v. Todd (30 T.L.R., 433), a cheque 
having been secured by theft, an account was opened with it 
at the John Bull Bank, the would-be customer falsely 
representing himself as the payee. The bank asked for no 
references, and had proper inquiry been made the false 
statements made by the customer would have been revealed. 
The cheque was crossed with the words ‘ A/c payee only,” 
which, although conveying no legal obligation on the collecting 
banker, should have been sufficient to have caused him to 
exercise additional caution in allowing a new and previously 
unknown person to open an account with such cheque, and 
subsequently draw against it. 

The second case to which I desire to refer is the Hampstead 
Guardians v. Barclays Bank Limited (39 T.L.R., 229). 
An employee of the plaintiffs misappropriated two cheques 
made payable to D. Stewart & Co. He opened an account 
at the defendant bank in the name of D. Stewart, giving a 
false address and a fictitious reference. He opened the 
account with a small sum in cash, and on the following day 
paid in the two stolen cheques, amounting to £416 17s. 4d., 
which had been drawn 23 days before, a fact not apparently 
noticed by the cashier. The address of the new customer was 
not verified, but the reference was taken up and, since the 
reply was written by the customer himself, was in satisfactory 
terms. A mere examination of the Directory would have 
revealed the false statement as to the address, and the Court 
held in this, as in the case previously quoted, there had been 


such negligence on the part of the banker as to deprive him of r 


the protection which he would otherwise have been afforded. 
Once a person has been accepted as a customer the banker 
must take care to do no act which would impair his customer’s 
credit. In Tournier v. National Provincial and Union Bank 
of England (157 L.T., 3) the Court indicated clearly in what 
circumstances a banker would be protected as a consequence 


of disclosure of information which might prove detrimental to 
his customer’s interests— 

(1) In the performance of a public duty ; 

(2) At the request or consent of the customer himself ; 

(3) In giving evidence in a court of law; 

(4) In the interests of the banker. 


It may be noted in passing that although bankers are at 
times reluctant to give evidence with regard to their customer’s 
transactions, they are nevertheless bound to do so when called 
upon, and are not protected under a plea of privilege. 


CotLEecTING BANKERS. 

Since a customer cannot open an account without the 
deposit of funds, which in these days usually take the form 
of cheques, we shall, I think, be treating the subject in due 
sequence if we first of all consider the legal position of the 
banker in his capacity of collecting agent. His position as 
such is one of peculiar difficulty, and this aspect of his work 
has proved very fruitful in case decisions. Such protection as 
he enjoys is afforded by sect. 82 of the Bills of Exchange Act, 
1882, which is as follows :— , 

‘* Where a banker in good faith and without negligence, 
receives payment for a customer of a cheque crossed 
generally or specially to himself, and the customer has no 
title or a defective title thereto, the banker shall not incur 
any liability to the true owner of the cheque by reason 
only of having received such payment.”’ 


It will be noted that an act is deemed to be done ‘‘in good 
faith’ within the meaning of the Bills of Exchange Act where 
it is in fact done honestly, whether it is done negligently or 
not (sect. 90) so that-the banker must have acted not only 
in good faith but without negligence if he claims protection. 
Were it not for the interpretation in sect. 90 it might 
reasonably be assumed that ‘good faith” and ‘‘acting without 
negligence”? were synonymous terms, and that the inclusion 
of both in sect. 82 was by way of emphasis. It is quite clear, 
however, that honesty and diligence must both be present if 
the banker is to receive the protection of the above section. 

The section clearly only relates to cheques, but is 
extended by sect. 17 of the Revenue Act, 1883, to include any 
document issued by a customer of any banker with a view of 
enabling payment to be obtained from such banker. The 
Crossed Cheques Act, however, is not subject to such extension, 
so that if a banker allows a customer to draw against such an 
order as described above, before clearance, the protection 
provided for would not apply. 

Further, the banker must be acting ‘‘for a customer,’’ so 
that if a banker deals with cheques for a person who has no 
account with him, he does so at his own risk (Great Western 
Railway v. London and County Bank (1901) A.C., 414). 

To come within the operation of the section the cheque 
must be crossed ‘‘ generally, or ‘‘specially’’ to the banker, 
and the crossing must have been made prior’to the receipt by 
the banker, who is prohibited from crossing the cheque 
himself in order to obtain the protection under the section 
(Gordon v. Capital and Counties Bank,and Gordon vy. London 
and Midland Bank (1903) H.L., A.C., 240). 

The section makes no distinction between an ‘‘ order” and 
a ‘* bearer ’’ cheque, but this point was decided in the two above 
quoted decisions, so that the banker is only protected in the 
former case. It seems strange that such a distinction should 
be drawn, as even in a “‘ bearer” cheque a payee’s name is 
usually inserted, and there is little difference between such a 
cheque and an ‘‘ order ’’ cheque endorsed in blank. Provided, 
of course, that the banker acts with due caution, protection 
should exist in both cases. 

It is now immaterial whether the banker credits his 
customer’s account only upon clearance, or immediately the 
cheque is paid in. In the former case the relation of creditor 
and debtor is not established in the interval, but the Bills 
of Exchange (Crossed Cheques) Act, 1906, has extended the 
protection to all such cases. 

It does not seem to be clear why the crossing of the cheque 
should be insisted upon, and why bankers should or might 
incur liability for dealing in good faith with the cheques of 
their customers not crossed when paid in. It must be 
recognised that it is impracticable to present all uncrossed 
cheques over the counter for payment, and merely because 


they are paid in, as they are for collection, should not 
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adversely affect the position of the collecting banker should 
the customer's title prove defective. Again there is surely 
no real difference in principle between the;case of a customer 
immediately drawing against a cheque paid in, and being 
allowed to cash it. This latter is a practice sometimes 
resorted to, since the issue of a cheque is not a condition 
precedent to enable a banker to discharge demands proper! 
made upon him. Bankers would presumably only allow su 

a course to be taken where their customer’s account was in 
sufficient credit to allow for recoupment should the customer’s 
title be faulty. 

In view of the general provisions, the banker must take 
care to note if the customer is also the payee, or if not, 
whether the cheque is endorsed to him. In the latter event 
the legal negotiability of the cheque may have been restricted 
by the addition of the words *‘ not negotiable ’’ to the crossing. 

Obviously the banker is only expected to act for his customer, 
and consequently to collect cheques on which the name of his: 
customer appears either as payee or endorsee. A banker is 
not expected, however, to regard with suspicion all cheques 
with which he deals, but he must not shut his eyes to facts 
which, by their nature, call for inquiry. Several decided 
cases serve to illustrate this point. 

In Crumplin v. The Joint Stock Bank (30 T.L.R., 99) a 
stockbroker employed as manager and cashier a man named 
Rands, who introduced Davies to his principal as a prospective 
client. One transaction only was put through by Davies, but 
Rands on several occasions, extending over some years, carried 
on speculative dealings with his firm, on his own account, but 
in Davies’ name. Cheques were drawn by the firm crossed 
‘*Not negotiable,” and in two cases signed ‘‘ Per pro” and 
handed to Rands for transmission to Davies. These cheques 
were paid in by Rands to an account kept by him at 
defendant’s bank. It was held that the bank was not liable, 
having regard to the facts that Rands paid in several cheques 
of his own and that the cheques drawn in favour of Davies 
were for comparatively small amounts and were paid in at 
long intervals. The fact that some of the cheques were 
signed ‘‘ Per pro”’ apparently possessed no significance in this 
particular case. 

The method of signature by the drawer of a cheque is a 
matter for the paying rather than for the collecting banker, and 
he (the former) is the proper person to inquire as to any 
limitation of the agent’s authority in the case of a ‘‘ Per pro” 
signature. 

I might here emphasise the point that sect. 82. does not 
make the protection it affords dependent upon the customer 
being the payee of the cheque. 

This factor was introduced in the case of House Property of 
London, Limited, v. The London County and Westminster 
Bank ((1915) 31 T.L.R., 479), where a cheque drawn in 
favour of Hanson and others or bearer was paid in by a 
customer, not being any of the intended payees. The banker 
was aware of the fact that their customer was a solicitor who 
had the administration of trust property under his control. 
The cheque was crossed ‘‘ A/c payee,” and the bank was held 
liable for negligence notwithstanding the defence that the 
customer was the bearer, the Court holding the view that the 
whole of the circumstances were such as to justify inquiry as 
to the customer’s title. 

If a customer pays in for collection cheques drawn on a 
Government Department, a corporation, or even a limited 
company, strict inquiry should be made as to the customer’s 
authority; a mere endorsement, apparently regular, would 
not be considered sufficient. The banker is put on inquiry, 
and failure in this direction renders him guilty of negligence 
and consequent loss of the protection afforded by sect. 82. 
The following important cases, one of them particularly of 
recent date, emphasise the necessity for strict attention in 
this respect. 

In Ross v. London County, Westminster and Parr’s Bank 
( (1919) 35 T.L.R.. 315) an employee of the Estates Office of 
the Overseas Military Forces of Canada misappropriated 
32 cheques of the aggregate value of about £3,900 which had 
been drawn, over a period of ten months, payable to “ The 
Officer in Charge, Estates Office, Canadian Overseas Forces,’’ 
and which had been crossed generally and endorsed by the 
employee with the original intention of their despatch to the 
Paymaster-General of those Forces for payment to the various 
beneficiaries. The employee bad opened a small account in 


his own name at a branch of this bank and paid in two of the 
cheques, the others being paid in at another branch for 
transmission to the branch at which his account was kept. 
In this case the bank was held liable for conversion as a 
consequence of its negligence. 

The most recent case bearing upon this point is A. L. 
Underwood & Co., Limited, v. The Bank of Liverpool and 
Martins, Limited ( (1923) 39 T.L.R., 606), wherein the danger 
of regarding the personality of a limited company and the 
practically sole shareholder as coincident is emphasised. It is 
now well settled law that even though the shares of a 
company ar@to all intents and purposes owned by one ee, 
that the company possesses a personality entirely distinct 
from its members (Saloman v. Saloman (1897), A.C. 22). If, 
therefore, a customer attempts to pay into his account 
cheques which are drawn in favour of a company of which he 
is practically the sole proprietor, the bank will be negligent if 
inquiry is not instituted as to the extent of the customer’s 
authority. In the case quoted the practice had extended over 
a period of two and a quarter years, a total of 34 cheques to 
an aggregate amount of £5,500 being involved, and Mr. Justice 
Roche took the view that the cashiers, innocently no doubt, 
had acted with negligence in the legal sense in not inquiring 
about cheques which were crossed in favour of the company 
but which were nevertheless paid into the sole director’s 
private account. 

Another recent case has caused a decision on a novel point 
of interest to collecting bankers and their customers, but 
happily the precedent will not have wide application as 
suspension of payment by the bank was the determining 
factor. In this case (In re Farrow’s Bank (1923), 1 Ch., 41) 
it was held that where a bank closes its doors before complete 
clearance of a cheque paid in by a customer for collection, the 
banker is still acting as an agent for collection and is not ina 
position of a holder for value. The mere fact that an entry 
has been made in the ledger crediting the customer with the 
amount did not per se create the relationship of debtor and 
creditor. The customer was consequently entitled to the full 
amount of the cheque and was not compelled to prove in the 
liquidation for this amount as part of his credit balance. 


Tue Payne Banker. 

The position of the banker in honouring his customer’s 
demands is no less onerous than that attaching to his duty as 
a collecting banker. He is in the position of being a debtor 
who must meet the lawful demands of his customer. Such 
demands are almost always made in the form of a cheque 
which is in fact defined in the Bills of Exchange Act as 
‘* A bill of exchange, drawn on a banker, payable on demand.” 

In the first place the cheque must be drawn in proper 
form ; that is to say, it must be signed by the customer or 
some one acting on his behalf with due authority; it must 
not be post-dated ; the words and figures should agree, and 
the endorsement should be regular. Any alteration in the body 
of the cheque should be authenticated by the drawer’s initials. 

It is obvious that the cheque must either bear the drawer’s 
signature or the signature of an agent duly authorised, such 
authority and any limitations thereof being communicated to 
the banker. The latter is expected to know his customer’s 
signature and is responsible if he honours a cheque improperly 
drawn in this respect. Should the drawer, however, 
negligently fail to communicate with the bank in the event of 
a forged signature, when the same comes to his knowledge, 
whereby the banker is prevented from recovering the amount 
from the delinquent party, the banker would be quite entitled 
to debit his customer’s account. 

The banker is not, however, liable on a forged endorsemeni, 
and the distinction must here be drawn between the position of 
a banker and a holder for value. The former cannot be expected 
to be conversant with the signatures of all his customers’ 
correspondents, and since it is his duty to honour all cheques 
properly drawn upon him, he must in the circumstances 
mentioned be protected from liability. The whole fabric of 
the banking system would otherwise break down. A holder, 
on the other hand, is not bound to take a cheque or bill of 
exchange, and can secure no title should he take the 
instrument through or by a forged endorsement. The 
banker’s protection in this case is a statutory one (sect. 60, 
Bills of Exchange Act), but it must be noted that such 
protection extends only to a ‘‘ bill payable to order on demand,” 
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i.e., a cheque, and does not relate to other instruments, i.c., 
domiciled bills presented to the banker for payment, and the 
banker would be amenable to the disabilities mentioned in 
sect. 24 as to forged endorsements. 

Should the endorsement of a cheque be on the face of it 
doubtful, the banker, being responsible solely to the customer, 
is quite justified in demanding some verification, but in 
returning the cheque he should be careful not to do any act 
or mark the cheque in any way which would damage his 
customer’s credit. 

In dealing with a bill of exchange other than a cheque the 
banker would be under a duty to himself ret eres more 
attention to the endorsement, since he might be in the 
position of a holder for value and be deprived of his title 
should the endorsement have been forged. This has been 
the keynote of the series of cases wherein the doctrine of the 
‘fictitious payee’? was discussed. It is perhaps scarcely 
within the province of this lecture to outline these cases in 
detail, since the principle involved is one of general application 
and not one exclusively relating to bankers, but the position may 
be summarised by saying that where a payee is non-existent, 
or there was no intention on the part of the drawer that 
payment should be made to him (the payee), the bill is to be 
regarded as equivalent to a bearer bill, where an endorsement 
is unnecessary, so that if an endorsement has been forged it is 
not to be treated as conveying its usual disability. 

The banker is entitled te refuse payment of a post-dated 

cheque. This, although a common expression, isa contradiction 
in terms, since a cheque must, to satisfy the definition, be 
payable on demand. There is a curious difference between 
a cheque and an ordinary bill of exchange where dated on a 
Sunday. In the former case, payment should not be made 
by the banker till the succeeding business day, whereas 
in the case of a bill the same is payable on the preceding 
business day. 
. The converse of a post-dated cheque is one that is stale. 
This term may be used in three connections: firstly, with 
regard to the negotiation of the cheque; secondly, with regard 
to the right of the banker to require confirmation before 
payment; and thirdly, in relation to the legal rights of a holder 
against the parties liable on the instrument. The position 
under the first aspect is a little obscure, but Paget seems to 
regard a period of ten days as the limit, since an endorser 
is not liable on a cheque unless it is presented for payment 
a reasonable time after its endorsement. A cheque presented 
to a banker for payment more than six months (in some cases 
twelve months) after date is usually returned for confirmation 
by the drawer. A holder, however, has his full period of 
six years under the Statute of Limitations, but this is qualified 
by circumstances. If A draws a cheque in favour of B there 
is no implication or, rather, expectation, that B will cash it 
without undue delay, and A is bound to keep his account 
sufficiently in credit to meet the demand. If B is negligent in 
presenting the cheque, and in the meantime A’s account 
_is depleted or the bank fails, B would lose the remedy which 
he would otherwise possess. Sect. 74 of the Bills of Exchange 
Act provides for the necessary protection in such cases, 
or invests the holder of the cheque with a right of recourse 
against the banker instead of the drawer. 

Since the banker’s obligations in respect of demands made 
upon him by his customers are onerous, he is entitled to 
rely upon his customer to exercise due care in drawing the 
cheque. This might appear so obvious as not to need emphasis, 
but when one remembers that the case of MacMillan v. London 
Joint Stock Bank (H.L.; (1918) 34 T.L.R., 509) went to the 
House of Lords on this point, and that the two lower Courts 
upheld the claim that MacMillan was entitled to rely upon the 
honesty of his confidential servant, the obvious must not 
always be taken for granted. 

The facts were that the plaintiff placed his signature upon a 
cheque intended to be drawn for petty cash purposes, the only 
other writing upon which was the figure ‘‘2’’ as indicating 
that the amount of two pounds was to be drawn. The clerk 
filled the cheque in for £120 and-obtained payment. Apart 
from the plaintiff’s claim indicated above, it was pleaded that 
as the alteration was not apparent the cheque could only be 
sued upon as originally drawn, but, fortunately for the 
defendant bank in particular and the banking world in 
general, the House of Lords took the view they did and 
allowed the full amount of £120 to be debited to the 
customer’s account. 


The remarks of the Lord Chancellor in the course of his 
judgment succinctly enunciates the position :— 

‘The relation between banker and customer is that of 
debtor and creditor, with a super added obligation on the 
part of the banker to honour the customer’s cheques if 
the account is in credit. A cheque drawn by a customer 
is, in point of law, a mandate to the banker to pay the 
amount according to the tenor of the cheque. It is 
beyond dispute that the customer is bound to exercise 
reasonable care in drawing the cheque, to prevent the 
banker from being misled. If he draws the cheque in a 
manner which facilitates fraud he is guilty of a breach of 
duty as between himself and the banker, and he will be 
responsible to the banker for any loss suffered by the 
banker as a natural and direct consequence of this 
breach of duty.” 


The second duty of the banker is to see if there are 
sufficient funds available to meet the cheque. Should the 
credit balance prove insufficient, the cheque may be 
dishonoured, and the payee has, in English law, no lien upon 
the customer’s balance whatever it may be. As a consequence 
of this the holder of a cheque for a smaller amount who 
might subsequently demand payment, can receive such 
payment if the amount required is less than the amount 
standing to the customer’s credit. This is a matter which, it 
seems to me, is more equitably treated in Scots law, where 
the holder of the first cheque would have a lien on the balance. 
all subsequent demands being refused. 

Complications may arise where a customer keeps two 
accounts at the same branch, or at different branches of the 
same bank. The banker might be liable if he dishonours a 
cheque drawn on one account not sufficiently in credit when 
another account at the same branch was available, unless the 
banker knew that the second account was kept by the 
customer in a fiduciary capacity. An amount placed on 
deposit by a customer is regarded as quite distinct and not 
applicable to meet demands on current account. 

Apparently the banker need not take into account the 
existence of a credit balance at another branch, but where 
there is a debit balance at another branch the banker may 
combine the two accounts and dishonour a cheque drawn to a 
greater amount than the net balance resulting. 

The banker is not bound to allow his customer to draw 
against cheques not yet cleared, but if he has been in the 
habit of allowing this to be done he must give notice of his 
intention to withdraw the privilege before he dishonours 
cheques on this ground. He will otherwise be liable in 
substantial damages. This is merely an application of the 
doctrine of estoppel. 

Cheques are occasionally ‘‘ marked” by the banker at the 
request of the customer or the payee (but this is rare), and the 
banker is naturally entitled, in such circumstances, to 
earmark sufficient of the customer’s balance to meet the 
cheque when presented. He would not be liable if he 
dishonours another cheque previously presented, i.e., before 
the ‘‘ marked ’’ cheque is cleared, where the residuary balance 
was insufficient to meet it. 

Where the banker has agreed to grant his customer an 
overdraft, within a limit, he must not refuse to honour 
cheques which would not cause the limit to be exceeded. 
The agreement must first be terminated. 

In the third place there must be no legal bar prohibiting 
payment. This may arise through various circumstances. 
The customer may have served a notice on the bank to stop 
payment. This must be given in a way which would protect 
the bank; e¢.g., if notice is sent by telegram, unconfirmed by 
some document containing the customer’s signature, or by a 
telephone message where the customer’s voice could be 
recognised, the banker might not be liable if inadvertently 
cheques were subsequently honoured. The receipt of a telegram 
in certain circumstances would of course cause the bank to 
adopt an attitude of caution, e.g., by postponing payment, 
but they are entitled to protection as much as the customer, 
Knowledge of defect of title should also cause the bank to 
proceed warily. Although the banker would himself be 
protected if he honoured a cheque upon which the endorse- 
ment had been forged, he should not do such a thing if he 
were aware of the facts. It is no doubt intended that this 
protection is only to be given where there is no knowledge of 
defect of title. 
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The bankruptcy or death of the drawer will revoke the 
banker’s authority to deal with the account. In the former 
case it is the date of the receiving order from which all 
operations on the account must cease; in the latter the date 
of death. It must be noted that it is not notice of bankruptc 
proceedings or of death, but of the facts themselves whi 
determine the position. This was illustrated in the case of 
re Wigzell; ex parte Trustee (C.A.; (1921) 37 T.L.R., 526), 
the facts being as follows: A debtor against whom a receiving 
order had been made, but which was not gazetted till some 
considerable time after the making of the order, had operated 
on his banking account, both by paying in and withdrawing 
funds. The bankruptcy proceedings resulted in adjudication, 
and the Trustee claimed that as these transactions were not 
completed before the receiving order they were not protected 
within the meaning of the Act, and that the banker must 
account to him (the Trustee) for all sums which had been paid 
in after the date of the making of the order. This was upheld 
by the Court, with the result that bankers are placed in a very 
invidious position even in normal cases where there is no delay 
in the gazetting of the order, since a few days must inevitably 
elapse, giving an opportunity to the customer to operate on 
the account, possibly to the detriment of the banker. Action 
was taken by the London Bankers’ Association with a view to 
introducing a Bill into Parliament protecting the banker for a 
period of two days after the making of the receiving order, 
but so far this Bill has never received legislative sanction. 
It certainly seems reasonable that the banker should be 
protected in allowing operations on an account until the 
receipt of notice of bankruptcy or death, as the case may be. 

The banker should also cause operations to cease where he 
has received notice of the assignment of the available credit 
balance or of a garnishee order. It is interesting to note that 
where such an order is made against the current account of a 
customer, who also has a loan account at the same bank, the 
bank is not entitled to set off the balance of the former against 
A garnishee order attaches to the whole of the 
available balance on current account, so that the banker 
should not allow any further operations on this account until 
the debt is satisfied. Subsequent transactions with the 
customer should be carried out through the medium of a 
new account, to which the order would not apply. 


Tue Banker’s Secoriry. 

I must now devote a few remarks to the question of the 
control exercisable by bankers over securities, &c., in their 
possession belonging to their customers. Such securities are 
usually deposited as cover against loans and overdrafts, and 
may take one pf many forms: stocks and shares, personal 
guarantees by third parties, debentures issued in favour of the 
banker by limited companies, life policies, title deeds of all 
kinds. The banker would naturally demand the best security 
he can get, and would generally refuse, or regard as little 
value, those which were not readily transferable ; for instance, 
War or National Savings Certificates, although gilt-edged in 
their way, would be rejected owing to the probibition as 
to transfer. They would, at the best, only constitute an 
equitable deposit. 

There are three ways in which such control may be 
exercised, viz :— 

(1) Lien ; 
(2) Mortgage; or 
(3) Pledge. 

In the case of lien, no property in the security whatever 
passes to the banker; he merely possesses the right to control 
certain assets, ¢.g., bills of exchange, bonds and securities 
in certain circumstances, until the liability of the customer is 
duly met. The lien is a general one, and is exercisable over 
all securities deposited with the banker to be dealt with in 
his business. It is not applicable, therefore, to securities 
merely lodged with the banker for safe custody, and the lien, 
being general, is also defeated where securities are lodged for 
a particular purpose or under special contract ; the transaction 
then becomes one of pledge. 

A pledge is distinguished from a lien inasmuch as the 
security deposited is earmarked for a particular purpose, and 
in such a case a power of sale is usually implied. 

A mortgage—i.e., a legal mortgage—necessitates the actual 
conveyance of the title to the security of the banker, coupled 


with the usual equity of redemption. An equitable mortgage, 
whereby the banker acquires possession of documents without 
transfer of title, or a second or subsequent mortgage upon an 
interest in land, are for all practical purposes equivalent 
to a pledge. 

Stock Exchange securities are favoured by bankers on 
account of a generally ready market. The margin would depend 
upon their saleability. Such securities should ert be 
transferred to the banker, who would thus be free to exercise 
his power of sale should occasion arise. This is the only 
practicable course in the case of inscribed stocks since the 
stock receipts possess no marketable value, but in the case 
of registered stocks the deposit of the certificate is sometimes 
made together with a blank transfer, signed by the customer, 
which is only completed when it is necessary for the banker 
to enforce his rights. Blank transfers are not free from risk, 
as the customer might defeat the banker by obtaining a fresh 
certificate under an indemnity and disposing of his interest 
elsewhere. The banker is advised, therefore, to complete 
the transfer and so eliminate this possibility, although a 
notice to the company in lieu of distringas undoubtedly 
strengthens the banker's position. 

It must not be overlooked that the possession of a transfer, 
even if properly executed, does not convey the title; only the 
entry in the company’s register of members can do this. 

Where it is required that the transfer should be by deed it 
is somewhat doubtful in law if a transfer uncompleted before 
delivery is valid and capable of completion subsequently. 
A deed should always be complete before delivery, and even 
though the banker be authorised by a supplementary deed to 
fill in the blanks the position is one that cannot be 
unquestionably accepted, and the banker should refuse to 
accept such a security. 

Time will not permit of a full consideration of the other 
kinds of security—e.g., guarantees and debentures—frequently 
accepted by bankers, and indeed such detailed consideration 
would scarcely fall within the subject of this lecture, since 
there is little departure from the general law relating to such 
securities when brought within the sphere of a banker’s 
operations. One point, however, in relation to debentures is 
of interest, viz, the provision under sect. 104 of the Companies 
(Consolidation) Act that where a debenture is issued by a 
company as security for a bank overdraft the charge is not 
terminated merely by the extinction of the liability, but must 
be duly cancelled by the company. This, of course, only 
relates to a debenture giving a floating charge, as a fixed 
charge, being in the nature of a mortgage, requires 
re-conveyance in the ordinary way. 

I am afraid I have inflicted you with much detail, but the 
subject is one which does not lend itself to generalities. 
I have endeavoured to confine my remarks to points of law 
rather than matters of practice, which would open up an 
almost illimitable field, and I have also tried to avoid a 
discursion into the realm of the law of negotiable instruments. 
This is inseparable, in some aspects, from the law of banking, 
and although the temptation to pursue the consideration of 
certain points dealt with further than is here justified has 
been extremely great, I trust you will credit me with the good 
intention to adhere as strictly as possible to the subject 
selected for the lecture. 


INSTITUTE OF COST AND WORKS 
ACCOUNTANTS. 


The fourth annual costing conference will be held at the 
Hotel Great Central, Marylebone Road, London, N.W., on 
Friday, May Ist. Viscount Leverhulme, President of the 
Institute, will open the proceedings as follows :— 

Morning session (chair to be taken by Sir Edgar marae 
‘* Cost Accounting in relation to Industrial Policy, especially 
having regard to the trend towards price control,’’ by 
Mr. 8. L. Gill, F.C.W.A., A.C.A., and Mr. D. L. Moran, 
F.C.W.A. 

Afternoon session (chair to be taken by Sir Herbert Austin, 
K.B.E.): ‘* Budgetary Control,” by Mr. Perry Keene, 


F.C.W.A., and Mr. F. T. Quennell, F.C.W.A. 
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Obituary. 


RICHARD BARROW. 

We regret to announce the death of Mr. Richard Barrow, 
which took place gn April 1st at Birkenhead, in his 71st year. 
Mr. Barrow was born in Manchester, and in the early part of 
his career held the appointment of Borough Accountant 
of Barrow-in-Furness. In 1886 he was appointed Chief 
Accountant and Auditor of the Liverpool Corporation, and in 
1896 became City Treasurer and Controller of Accounts. Mr. 
Barrow was elected a Fellow of the Society of Incorporated 
Accountants and Auditors in 1903. He was also a Fellow of 
_ the Institute of Municipal Treasurers and Accountants, 
Incorporated, and held office as President of that Institute in the 
year 1895-96. Mr. Barrow served on a number of Departmental 
Committees dealing with Local Government affairs, and he 
also gave evidence before Government and Parliamentary 
Committees on similar matters. Mr. Barrow was well known 
as one of the leading authorities in municipal finance 
throughout the country. He resided at Birkenhead and was 
closely identified with the work of the Congregational Church, 
of which he was an office bearer. He leaves a widow, a son 
and three daughters. 


GEORGE ARTHUR ESDEN. 

We regret to receive the notification of the death of Mr. 
G. A. Esden, which took place suddenly on March 26th: 
Mr. Esden passed the Final Examination of the Society of 
Incorporated Accountants and Auditors in 1896, and was first 
in the Honours list. He was admitted an Associate of the 
Society in January. 1897. He had a long connection with 
the Companies Winding-up Department of the Board of Trade, 
and held for many years the position of examiner, in which 
office he was called upon to give evidence in actions against 
directors for misfeasance, and in one or two cases in criminal 
trials for offences alleged under the Companies Acts. Mr. 
Esden showed himself to be an able and conscientious official 
with accountancy qualifications of a high order. 


CHARLES WILLIAM ROCK. 

The death is announced on April 11th, at Curepipe, 
Mauritius, of Mr. C. W. Rock, formerly of Birmingham, and 
at one time of Cawnpore, India. Mr. Rock, who at the time 
of his death was 73 years of age, had been a Fellow of the 
Society of Incorporated Accountants and Auditors since 
the year 1888, and for many years had carried on his 
profession at Port Louis, Mauritius. 


Institute of Accountants in South Australia 


Annual Report. 

. The Council have the honour to submit the following report 
for the year ended December 31st, 1924. The roll of 
membership as on December 31st, 1924, contained the names 
of 125 members, viz, 34 Fellows and 91 Associates. At its 
first meeting after the annua] general meeting in February, 
1924, the Council elected Mr. J. B. Hughes to fill the vacancy 
caused by the death of Mr. C. Wilberth. 

There have been nine Council meetings. 

The usual examinations were held during April and 
October. Four out of five candidates were successful in April 
and two out of nine in October. 


Taxpayers’ AssociATION. 
The Council decided that the Institute should become a 
member, and appointed Mr. 8S. Powell as its representative on 
the Association’s Council. 


City Avpir. 

Mr. H. H. Austin, who was selected to stand for the position 
in place of Mr. A. R. S. Craig, the retiring auditor, was elected 
without opposition. 

ABSORPTION BY THE AUSTRALASIAN CORPORATION OF PUBLIC 
ACCOUNTANTS. 

Mr. F. N. Yarwood has written advising that he expects to 
visit Adelaide about the middle of March. Members will be 
advised the date in due course. 


The Council much regret to have to record the death of 
Mr. B. D. Colvin, who was for so many years a notable figure 
in our profession. His academic records are well known, and 
as an accountancy coach his merits were universally respected. 

We congratulate the Hon. H. Tassie, also Mr. E. Bendall, 
at being elected Mayor of Glenelg and Unley respectively. 

The thanks of the Council are again accorded to those 
members who were good enough to give their services as 
supervisors at the two examinations held during the year. 

The annual statements of account for the year which 
ended on December 31st, 1924, have been duly audited, as 
a by the regulations of the Institute, and are submitted 
herewith. 


Changes and Removals. 


Messrs. Blandford, Widdowson & Simpson, Incorporated 
Accountants, have removed their offices from Gresham House, 
Old Broad Street, to Capel House, 54, New Broad Street, 
London, E.C.2. 


Messrs. Cleveland, Channon & Snowden announce that 
Mr. Arthur Cleveland, Incorporated Accountant, has retired 
from the firm. Mr. H. J. Snowden, B.A., F.C.A., will 
continue to practise at Weavers’ Hall, 22, Basinghall Street, 
London, E.C.2, under the style of Messrs. Harold J. 
Snowden & Co., Chartered Accountants. 


Messrs. Kemp, Chatteris, Nichols, Sendell & Co., and 
Messrs. Hudson Smith, Briggs & Co., Chartered Accountants, 
announce that their practices have been amalgamated, and 
will be carried on in London and Bristol respectively at 
36, Walbrook, E.C.4, and Exchange Chambers, Bristol, 
under the same titles as heretofore. 


Mr. W. G. Olliffe, Incorporated Accountant, has removed 
from 7, Leadenhall Street, to 8, Bush Lane, Cannon Street, 
London, E.C.4. 


Mr. T. H. Pawley, Incorporated Accountant, has taken 
into partnership Mr. E. C. Malyon, Incorporated Accountant. 
The practice will be continued at City House, 158-160, City 
Road, London, E.C.1, under the style of Pawley & Malyon. 


Rebietws. 


Practical Auditing. Fourth Edition. By Ernest E. 
Spicer, F.C.A4., and Ernest C. Pegler, F.C.A. London: 
H.¥.L. (Publishers) Limited, 17, Ironmonger Lane, E.C. 
(784 pp. Price 21s. net.) 

The general form of this work remains practically unaltered, 
but the text has been revised where necessary in order to 
incorporate all the important cases affecting auditors and 
their duties decided since the issue of the previous edition, 
and in this connection special attention has been given to 
the decision in the case of the City Equitable Fire Insurance 
Company, Limited. 


The Student’s Guide to Executorship Accounts. 
Third Edition. By Roger N. Carter, M.Com., F.C.A. 
London: Gee & Co. (Publishers), Limited, 6, Kirby Street, 
E.C. (244 pp. Price 7s. 6d. net.) 

This is a useful little book on a difficult subject, giving a 
brief summary of the principle points of the law relating to 
trust estates, mainly for the assistance of the student. Since 
the publication of the second edition the chief features of 
legislation have been the abolition of the Settlement Estate 
Duty and the passing of the Law of Property Act, 1922. 
Although this Act does not come into force until January, 
1926, it contains certain provisions which are of interest to 
accountancy students, and these are given in the Appendix, 
which also contains extracts from various other statutes ing 
upon the subject of trust accounts. 
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Bistrict Societies of Incorporated 
Accountants. 


BELFAST. 
ANNUAL MEETING. 

The twelfth annual general meeting of this Society was 
held in Belfast on April 24th last. The chair was occupied 
by Mr. Norman Booth, President, who was supported by the 
following members:—Mr. G. H. McCullough, Mr. F. Allen, 
Mr. J. S. White, Mr. A. H. Muir, Mr. R. Bell, Mr. A. 8. 
Courtney, Mr. J. Baird, Mr. R. Winnington, Mr. E. Girvan, 
Mr. A. H. Oughton, Mr. D. T. Boyd, Mr. Jas. Boyd, Mr. J. 8. 
Lewis, Mr. H. McMillan, Hon. Secretary. 

The minutes of the last general meeting were read and 
confirmed. 

The report of the Committee and the financial statement for 
the year ended March 31st, 1925, were adopted. 

The following office bearers were elected for the current 
year :—President, Mr. G. H. McCullough; Vice-President, 
Mr. F. Allen; Hon. Secretary and Treasurer, Mr. H. McMillan; 
Hon. Auditor, Mr. C. Magee; Committee, Mr. J. H. Allen, 
Mr. E. A. Anderson, Mr. J. Baird, Mr. R. Bell, Mr. A. 8. 
Courtney, Mr. A. H. Oughton, Mr. J. D. Thompson, Mr. J. 8. 
White, Mr. J. Boyd, Mr. W. C. Watson, Mr. J. S. Lewis. 

A vote of thanks to the Secretary was passed. 

Mr. James Boyd proposed a vote of thanks to the ex-President, 
Mr. Norman Booth, and to the President for his hospitality 
that evening. This was seconded by Mr. D. T. Boyd, and 
carried unanimously. 

There being no other business, the meeting terminated. 


: Report. 
Your Committee have pleasure in presenting the report on 
the work of the Society for the year ended March 31st, 1925. 


LeEcTUREs. 
During the year the following lectures were given :— 


‘* Executorship Accounts,” by Mr. R. Bell. 
** Statistics,” by Mr. W. Duff, B.Se.(Com.). 
‘« Currency and Credit,”” by Mr. N. McNeill, B.L. 
** Law of Bankruptcy,” by Mr. 8. Henry. 


“The Ideal of a Stable Price Level,” by 
Professor H. O. Meredith, M.A., M.Com. 


The Committee regret that many of the members did not 
attend these lectures, and hope that the attendance for the 
current year will be more satisfactory. 


Gor Comperirion. 

The annual competition for the ‘‘ Booth ” Cup, presented by 
the President, was held in Bangor on May 30th, 1924. 
Seventeen members participated and a very enjoyable day 
was spent. The winner of the cup was Mr. E. Girvan, 
Mr. A. McAdam winning the running-up prize presented by 
the Vice-President. In the afternoon a consolation stroke 
was held, Mr. J. Allen winning the prize presented by 


Mr. R. Bell. 
AnyvaL Dryer. 
The annual dinner was held in Thompson’s Restaurant on 
March 16th, 1925. A large number of members and guests 
were present. The guests included Sir Robert Lynn, M.P.; 
Professor Earls, Principal of the Municipal College of 
Technology; Professor Lloyd Dodd; Mr. Thomas Keens, 
F.S.A.A., Vice-President of the Society (London); Mr. W. 
Moore Knox, F.C.A., President of the Belfast Society of 
Chartered Accountants ; Colonel J. Hugget, C.B.E., Controller 
and Auditor-General, Northern Ireland; Mr. R. G. Geale, 


City Accountant, Belfast; and Mr. A. A. Garrett, Secretary 
of the Society (London). 


MEMBERSHIP. 

‘The total number of members is 83, consisting of 9 Fellows, 

38 Associates and 36 student members, as compared with a 

total membershi 
members were 


of 82 last year. During the year two new 
mitted and one member died. 


The Committee wish to place on record the loss sustained 


by the death of Mr. John Lawther, who was one of the oldest 
members of the Society and who always took a great interest 


in its welfare. 
EXAMINATIONS. 


The examinations of the Parent Body were held in May 
and November in the Y.M.C.A. Club Room. Twenty-three 
candidates entered for the May examination and thirteen in 
November, twelve candidates being successful in May and 
eight in November. 

The following were successful in the Final examination :-— 
Mr. T. P. E. Campbell, Mr. H. F. Bell and Mr. W. J. Stewart. 


, ComMITTEE. 
In accordance with the rules all members of the Committee 
retire, but are eligible for re-election. ° 
Eleven Committee meetings were held during the year. 


Lrprary. 
During the year the Committee have purchased additional 
books for the library, which now contains all the newest 
editions of the books laid down in the syllabus of the 


dnotiane. 


CARLISLE STUDENTS’ SOCIETY. 


The monthly meeting of this Society was held in the Town 
Hall on April 6th, when Mr. W. A. Robertson, F.F.A., 
F.R.S.E., of the Century Insurance Company, Limited, 
Edinburgh, read a paper on ‘‘ Insurance: A glance at some of 
its everyday phases.” 
Mr. Robertson dealt chiefly with endowment and life 
assurance, and gave seyeral interesting points which arise in 
the daily routine of an insurance office. He also covered fire 
and accident insurance, and strongly emphasised his opinion 
that workmen’s compensation insurance should not be taken 
over and administered by a Government Department but 
should still be retained by the various insurance offices, who 
could administer this class of insurance more economically 
and satisfactorily. 
Regarding the setting up of insurance funds by companies 
and local authorities, the Lecturer gave his unbiased opinion 
that in view of the strong position of insurance companies at 
the present time it was inadvisable that either companies or 
local authorities should set up their own funds and thereby 
only obtain partial cover for the properties insured until the 
fund has accumulated, whereas for small premiums to 
insurance companies full cover is obtained immediately. 
After the reading of the paper several questions were put to 
the Lecturer on various points affecting insurance practice, 
and these were ably answered by Mr. Robertson. 

The meeting terminated with the usual votes of thanks. 


YORKSHIRE. 
ANNUAL MEETING. 

The 30th annual general meeting of this Society was 
held at Leeds on April 18th. Sir Charles H. Wilson, LL.D., 
M.P., F.S.A.A., occupied the chair, and there was a large 
attendance of members. 

It was resolved that the 30th annual report and accounts 
for 1924 be adopted. ° 

Sir Charles Wilson, M.P., F.S.A.A., retired from his position 
as President, after having acted in that capacity for the past 
30 years, and proposed that Mr. Frederick Holliday, F.S.A.A. 
(one of the Society’s Vice-Presidents), be elected President for 
the ensuing year. This proposal was seconded and carried by 
the members. 

Mr. Holliday, in responding, thanked the members for his 
election and spoke of the valued service and pioneer work of 
Sir Charles H. Wilson since the formation of the District 
Society. A hearty vote of thanks to Sir Charles was 
unanimously adopted. 

A vote of thanks was to the Hon. Auditor, Mr. Tom 
Coombs, F.S.A.A. ( ), for his services. 

It was resolved that the following Officers and Committee be 
elected for the ensuing year :—Vice-Presidents : Sir Charles H. 
Wilson, LL.D., M.P., 4 yy Mr. J. W. Carter, 
F.S.A.A. (Leeds), Mr. Frederick C. Crosland, A.S.A.A. 
(Leeds), Mr. G. H. C. Davies-Higgins, A.S.A.A. (Leeds), 
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Mr. Arthur France, F.8.A.A. (Leeds), Mr. J. B. Lapish, 
F.S.A.A. (Leeds), Mr. Alfred Walton, A.S.A.A. (Leeds). 
Committee: Mr. Geo. Astle, A.S.A.A. (Leeds), Mr. Herbert 
Bray, A.S.A.A. (Leeds), Mr. Oswald Coope, A.S8.A.A. (Leeds), 
Mr. Wm. Gaunt, F.S.A.A. weg Mr. Cyril H. Goldthorpe, 
A.S.A.A. (Leeds), Mr. Thos. Hayes, F.S.A.A. (Leeds), 
Mr. Jas. Herbert Henderson, F.S.A.A. (Leeds), Mr. John R. 
Moger, F.S.A.A. (Leeds), Mr. Bertram Mortimer, A.S.A.A. 
(Leeds), Mr. Tom Revell, F.S.A.A. (Leeds), Mr. Wm. Tate, 
F.S.A.A. (Leeds), Mr. Wm. Walker, A.S.A.A. (Leeds). Hon. 
Auditor: Mr. Tom Coombs, F.S.A.A. (Leeds). Librarian : 
Mr. George Malthouse, A.S.A.A., 7, Greek Street, Leeds. 
Secretary: Mr. T. W. Dresser, F.S.A.A., 97, Albion Street, 
Leeds. Treasurer: Sir Charles H. Wilson, LL.D., M.P., 
F.S.A.A. (Leeds). 

A resolution was that all officers elected are also 
ex officio members of Committee for the year. 


Report. 

In presenting the 30th annual report and accounts your 
Committee have pleasure in calling your attention to the 
satisfactory state of affairs of the Society, numerically and 
financially, the number of members on the roll being as 
follows:—Fellows, 35; Associates, 60; students, 130; 
total, 225. 

We regret to report the loss by death of one of our members, 
an active supporter in the work of the Society, Mr. G. H. L. 
Volans, A.S.A.A. (Leeds). 

Twelve meetings were held during the session, and were 
well attended by student and senior members, who were 
interested in the subjects dealt with by the various Lecturers. 
A number of local members in practice kindly acted as 
chairmen at the meetings. 

The Leeds centre for the examinations continues to be well 
supported by Leeds and North of England candidates, owing 
to its general convenience. , 

The following candidates were successful at the recent May 
and November examinations of the Society :—Final: Mr. G. 
Basu (of Calcutta), Mr. Roland Dunwell, Mr. Frank Hall, 
Mr. Thomas Frank Morton, Mr. Frank Myers, Mr. Harry Wm. 
Pratt, Mr. William Ewart Storr, Mr. George Arthur Windsor. 
Intermediate: Miss Doris M. Atkinson (Sixth Place Certificate), 
Mr. George Coleman, Mr. Samuel Howson, Mr. George Henry 
Leuty, Mr. Henry John A. Scott, Mr. Eric Tomlinson, Mr. 
Alexander Wright. 

The library has been kept well up to date both in law and 
accountancy, and is well used by student and senior members 
who require books for reference at various times. 

A complimentary dinner was given to the President of the 
Yorkshire District Society (arranged by a committee under 
the chairmanship of Mr. Fred. Holliday, F.S.A.A., Leeds 
(Vice-President), with Mr. Fred Crosland, A.S.A.A., Leeds, 
(acting as secretary) at the Queen’s Hotel, Leeds, in October, 
in connection with the presentation of the Freedom of the 
City of Leeds and also the Honorary Degree of LL.D. 
conferred by the University of Leeds. 

A distinguished list of guests and members of the Society, 
including Mr. G. Stanhope Pitt (President) ang Mr. A. A. 
Garrett (Secretary), were present at this very successful 


gathering. 
PRESENTATIONS. 


We have to thank the Parent Society for a grant towards 
the cost of lectures and educational work of the Society. 


NORTH STAFFORDSHIRE INCORPORATED 
ACCOUNTANTS. 


Following a visit of the President of the Parent Society to 
Stoke-on-Trent some months ago, a petition was presented 
to the Council by members in North Staffordshire requesting 
that permission be given for the formation of a District 
Society in North Staffordshire. At the last meeting of the 
Council the prayer of the petition was granted, and on 
April 2nd a meeting of the petitioners was held at Stoke, 
Mr. A. A. Garrett, the Secretary of the Parent Society, was 


The meeting resolved to form a District Society, and elected 
the following officers:—Mr. Thomas Thompson, F.S.A.A. 
(Borough Treasurer, Stoke-on-Trent), President; Mr. J. 
Paterson Brodie, F.S.A.A., Hon. Secretary ; Mr. D. H. Bates, 
F.8.A.A., Hon. Treasurer. 

The meeting further decided to ask for affiliation with the 
Chamber of Commerce, and after considering the draft rules 
the meeting was adjourned so that a full meeting of all 
Fellows and Associates of the parent body in the district 
could be called for the purpose of approving the rules and 
electing the committee. ’ 


Institute of Municipal Treasurers and 
Accountants. 


Tyneside and District Students. 


The members of the Tyneside and District Section of the 
North-Eastern Students’ Society met recently at the Town 
Hall, Gateshead. The President (Mr. E. Darnell, F.S.A.A., 
City Treasurer, Newcastle-on-Tyne) occupied the chair, 
and was supported by His Worship the Mayor of Gateshead 
(Mr. Alderman Thos. Peacock); Mr. H. B. Halford (Borough 
Treasurer, Gateshead); Mr. W. J. Charlton (Borough 
Accountant, Jarrow); Mr. H. J. Thompson (Deputy City 
Treasurer, Newcastle-on-Tyne); Mr. R. Hay (Deputy County 
Accountant of Northumberland); and a good attendance of 
members. 

Mr. J. E. Bell (Local Manager of the North British and 
Mercantile Insurance Company, Limited, and President of 
the Newcastle and District Insurance Institute) delivered a 
lecture on ‘‘ The Conditions of a Fire Policy.’’ He pointed out 
that the insuring public appeared to look upon the conditions 
of a fire policy in the same way as they look upon the 
conditions of a railway ticket—both are in small type, and 
therefore to be disregarded until a claim arises, and then as 
large a sum as possible to be claimed from a presumably 
wealthy corporation. 

The Lecturer then dealt with the three main principles 
underlying a fire insurance policy, viz:— 

(1) It is a contract of indemnity ; 

(2) It is a personal contract ; 

(3) It is one in which the observance of the utmost 
good faith by both parties is of vital importance. 

Mr. Bell proceeded to deal with the conditions of a fire 
policy in detail, and stated that until 1923 the conditions of 
the various insurance companies varied in several details, but 
in that year an agreed form of policy and conditions was 
issued. He then explained very lucidly the various points in 
this agreed form, and gave a comprehensive survey of the 
many problems connected with his subject. 

The meeting closed with votes of thanks to the Lecture 
and Chairman. , 


Scottish Motes. 


(FROM OUR CORRESPONDENT.) 


Glasgow City Chamberlain. 


We have to record with great regret the death last month of 
Mr. John A. Reid, City Chamberlain of Glasgow. Mr. Reid 
was only a short time ill, but succumbed to an operation of a 
serious nature. He was well known in municipal accountancy 
as an able official, and was specially interested in pushing 
forward the professional education of his assistants, a number 
of whom have qualified as Incorporated Accountants. Mr. 
Anthony C. Macmillan, C.A., Chief Accountant, has been 


present, and conveyed to the petitioners the sanction of 
the Council. 


appointed City Chamberlain ad interim. 
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Glasgow University—Chair of Accountancy. 


We noted with pleasure the gift of £20,000 by Mr. 
David Johnstone Smith, C.A., Glasgow, to the Glasgow 
University for the purpose of founding a Chair of Accountancy. 
Mr. Johnstone Smith is a Past President of the Institute of 
Accountants and Actuaries in Glasgow and one of the most 
active members of the Glasgow Chamber of Commerce. 
A Chair of Accountancy was established in Edinburgh 
University some years ago and has been of considerable value 
to accountancy students in that city. Several Incorporated 
Accountants and candidates of the Society in Edinburgh have 
taken the B.Com. in accountancy, and the establishment of a 
Chair of Accountancy in Glasgow will, we have no doubt, 
prove a boon to young accountants. It is to be hoped that 
the Ordinance which will be passed by the Glasgow University 
authorities will be on broad lines and prove of great advantage 
to accountancy students in the West of Scotland. Mr. 
Johnstone Smith’s timely and munificent gift is only one 
instance of his great interest in the profession, in which he 
has long been recognised as a leading member. 


Scottish Branch—Edinburgh Committee. 


When the Scottish Institute of Accountants was formed 
45 years ago, ove of the first actions of the Council was to 
establish District Committees in Edinburgh, Dundee, and 
Aberdeen for the purpose of promoting the interests of the 
members in these districts. It was, therefore, not merely 
a revival of an old rule which has fallen into disuetude, but a 
happy inspiration for the Edinburgh members to request the 
Scottish Council to approve of the formation of an Edinburgh 
and District Committee. A meeting of the Fellows and 
Associates of the Society resident or practising in Edinburgh 
was held on 17th ult., when it was unanimously agreed to 
form such a District Committee. Mr. J. Stewart Seggie, C.A., 
F.S.A.A., F.S.1.A., occupied the chair, and explained the 
object of the meeting. He pointed out that the Society of 
Incorporated Accountants and Auditors was world wide in its 
operations, having branches all over the world. The Scottish 
Institute of Accountants (the Scottish Branch of the Society) 
had its headquarters in Glasgow, and it was felt amongst the 
members in Edinburgh and the East of Scotland that much 
good would result by having a District Committee in 
Edinburgh, who could do much to promote the objects of the 
Society by being banded together in the form of a District 
Committee. He instanced the case of students and parents 
who, by getting into touch with a local Secretary, would gain 
first hand information as to how to proceed to secure 
indentures with the view of qualifying as members. By 
means of lectures promoted by the District Committee and 
other similar functions, members and students would be 
brought into touch with each other, and kept up to date in all 
matters pertaining to the profession. He foreshadowed a 
useful sphere of operations for such a Committee in the 
interests both of the Society and the Scottish Institute. 
Mr. Stewart Seggie was appointed President, and Mr. Walter 
Macgregor, F.S.A.A., F.S.I.A., Vice-President, with Mr. 
D. R. Matheson, M.A., F.S.A.A., F.S.1.A., as Secretary of 
the Committee. 


Glasgow Students’ Society. 


The annual meeting of this Society was held in the 
Atheneum, Glasgow, on the 22nd ult. Mr. R. W. 
McKirdy, A.8.A.A., the President of the Society, occupied 
the chair, and was supported by Mr. J. Tannett MacKenzie, 
F.S.A.A., Mr. A. R. Weir, A.S.A.A., and Mr. James Paterson, 
F.S.A.A., Secretary of the Scottish Branch of the Society. 

Amongst those present were Mr. Robert Fraser, F.S.A.A., 
Mr. A. B. Marshall, A.S.A.A., Mr. Robert MacMenemey, 
A.S.A.A., Mr. Alex. Findlay (Jun.), A.S.A.A., Mr. D. M. A. 
Brunton, A.S.A.A., Mr. P. Clarkson Ritchie, A.S.A.A., Mr. 
J. Norman Anderson, Mr. William Bishop, Mr. John Cairns, 
Mr. W. A. Eadie, Mr. M. B. Campbell, Mr. John C. Gibb, 
Mr. John 8S. Gavin (Jun.), Mr. Andrew Heggie, Mr. George 
Hope, Mr. James H. McDonald, Mr. James A. Mowat, Mr. 
Edward C. McLemon, Mr. A. Philip, Mr. Alex. G. M. Phillips, 
Mr. J. Hawthorne Paterson, &c. 

Apologies for absence were intimated from Mr. D. Hill Jack, 
Mr. R. T. McCutcheon, Mr. William Houston, Mr. W. Davidson 


Hall (Glasgow); Mr. Walter MacGregor, and Mr. D. R. 
Matheson (Edinburgh) ; and others. 

The Chairman, having expressed his pleasure at the good 
attendance of members, stated that having been connected with 
the Students’ Society from a very early period he bad taken 
much interest in its work, and knew the value of these 
Societies in helping candidates and young members both in 
relation to the study of examination questions, and in affording 
useful information to those who had been successful. He 
moved the approva! of the accounts and report submitted by 
the Hon. Secretary. This was seconded by Mr. J. Tannett 
MacKenzie, and agreed to. 

The following were elected the Committee for the ensuing 
year, in room of those retiring or who did not wish re-election :— 
President, Mr.J. Tannett MacKenzie, F.S.A.A.; Vice-President, 
Mr. A. R. Weir, A.S.A.A., Committee: Mr. Robert Fraser, 
F.S.A.A., Mr. D. M. A. Brunton, A.S.A.A., Mr. Alex. 
Findlay (Jun.), A.S.A.A., Mr. A. B. Marshall, A.S.A.A., 
Mr. Robt. MacMenemey, A.S.A.A., Mr. James Paterson, 
F.S.A.A., Mr. P. Clarkson Ritchie, A.S.A.A., Mr. W. A. 
Eadie, Mr. John S. Gavin (Jun.). Mr. Robert Fraser, F.S.A.A., 
46, Gordon Street, Glasgow, was appointed Hon. weynme Ol 

A cordial vote of thanks was given to the retiring members 
of committee, and Mr. R. W. McKirdy, the retiring President, 
was elected an Hon. Vice-President in recognition of bis good 
work on bebalf of the Students’ Society. A very hearty vote 
of thanks was also accorded to Mr. James Paterson, who had 
acted as Hon. Secretary of the Students’ Society since its 
formation eighteen years ago. The members were entertained 
to tea by the retiring President, Mr. McKirdy. At the close of 
the formal business the Chairman stated that as many 
inquiries were made by the younger members as to the history 
of the Scottish Institute and its relation to the Society, he had 
asked Mr. Paterson to give a short statement of the position of 
the Scottish Institute of Accountants in relation to the 
profession in Scotland and particularly to the Society of 
Incorporated Accountants and Auditors. Mr. Paterson then 
addressed the meeting. 


Notes on Legal Cases. 


(The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1925) 2 K.B.:— 

T.L.R., Times Law Reports; The Times, The Times News- 
paper ; L.J., LawJournal; L.J.N., Law Journal Newspaper ; 
L.T., Law Times; L.T.N., Law Times Newspaper; 8.J., 
Solicitors’ Journal; W.N., Weekly Notes; 8.C., Sessions 
Cases (Scotland); 8.L.T., Scottish Law Times; 1.L.T., Irish 
Law Times; J.P., Justice of the Peace (England); L.G.R.., 
Knight’s Local Government Reports; B.& C.R., Bankruptcy 
and Company Cases. 
The other abbreviations used in modern reports are H.L., House 
of Lords; A.C., Appeal Court (House of Lords and PrivyCouncil); 
C.A., Court of Appeal; Ch., Chancery Division; K.B., King’s 
Bench Division; P., Probate, Divorce and Admiralty Division ; 
C.S., Court of Session (Scotland); J., Mr. Justice (King’s Bench 
or Chancery); L.J.. Lord Justice; L.C., Lord Chancellor; 
M.R., Master of the Rolls; P., President of Probate, Divorce and 


Admiralty.} 
BANKRUPTCY. 
Ellis & Co., v. Dixon-Johnson. 


Shares Deposited as Security improperly sold by Bankrupt. 

Where a bankrupt firm had improperly sold shares belonging 
to a client and deposited with them as cover, an account 
should be taken giving credit to the client for all dividends 
which would have been received on the shares if they had not 
been sold, and the value of the shares on the day preceding 
the certificate of the account should be set off against the 
amount found to be due to the bankrupts’ estate from the 
client. The House of Lords dismissed the appeal from a 
judgment of the Court of Appeal (September, 1924, p. 320), 
affirming a judgment of Lawrence (J.) (April, 1924, p. 198). 

(H.L. ; (1925) 60 L.J.N., 247.) 
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MISCELLANEOUS. 
~  Druce v. Railway Clearing House. 
War Service and Bonus. 


Where employers at the outset of the war circularised their 
employees offering to pay part wages to men enlisting for 
military service, such offer followed by acceptance evidenced 
by enlistment is a binding contract. 


But a promise to pay wages or salaries contained in such 
— is not a promise which includes an obligation to pay war 
nuses. 


(K.B.; (1925) 69 8.J., 413.) 


REVENUE. 
Mudd v. Collins. 


Income Tax on Work done outside Duties of Office by 
Incorporated Accountant. 

The appellant, who was an Incorporated Accountant and 
the secretary and a director of a limited company and was 
paid for his services as secretary and director, negotiated the 
sale of a branch of the company’s business, and subsequently 
the directors awarded him a commission for his services in 
regard to the sale. 


It was held that although the payment of the commission 
was not made in respect of a duty involved in the appellant’s 
secretaryship and directorship, yet, as the commission was 
paid to him by his employers as remuneration for work done, 
it was a payment for the appellant’s services in respect of his 
office, and that he was rightly assessed under Schedule E. 


(K.B. ; (1925) 41 T.L.R., 358.) 


Swedish Central Railway Company v. Thompson. 
Company Registered in England, Business Carried on Abroad. 


In dismissing an appeal from the Court of Appeal affirming 
a decision of Rowlatt (J.) (reported August, 1923, p. 270), 
the Lord Chancellor said that while the authorities might not 
establish the possibility of » company having more than one 
residence, they were at least not inconsistent with that view. 
He held therefore that a company might for income tax 
purposes have a residence here as well as a residence abroad. 
He was not at present prepared to say that registration in the 
United Kingdom would itself be sufficient proof of residence 
here, but however that might be he was satisfied that the fact 
of registration together with the other circumstances which 
were found by the Commissioners to exist was sufficient to 
enable them to arrive at their finding that the company was 
resident in the United Kingdom for the purpose of the Income 


Tax Acts. In this case the company’s articles provided that 


the business of the company should be controlled and 
managed from the head office in Sweden. All dividends 
were declared in Sweden, no meetings of the company were 
held in the United Kingdom, and no profits were transmitted 
to the United Kingdom except in payment of dividends to 
shareholders in the United Kirgdom. 


(H.L. ; (1925) W.N., 84.) 


Simpson v. Tate. 


Subscriptions to Professional Societies are not Deductible for 
Income Tax purposes. 

The respondent, a medical officer of health, was a member 
of several professional societies and claimed that the amount 
paid by way of subscription was deductible from his salary in 
order to arrive at his liability to tax. 


Rowlatt (J.) said that in joining the societies he was not 
forming his duties as a medical officer, but was qualifying 
imself for continuing to hold his office. No deduction could 
be allowed in respect of subscriptions to professional societies, 
the cost of professional literature or other expenses of keeping 
the office holder fit for his duties. 


(K.B.; (1925) W.N., 88.) 


Graham v. Green. 
Income derived from backing horses is not liable to Income Taz. 


The appellant betted on horses from his own residence. 
He contended that, as he did not attend race meetings and was 
not a professional bookmaker, he was not liable to taxation 
as his betting at starting prices only was merely private 
betting. 

Rowlatt (J.) said that money won from a bet was not a 
profit or gain. There was no doubt that an organised seeking 
after emoluments which were not emoluments in themselves 
might create bya vocation a subject matter bearing fruit in the 
shape of profits or gains liable to taxation under Schedule D, 
No. 1, Income Tax Act, 1918. But where a man betted with 
bookmakers he was merely making bets. His individual 
operations could not be said to merge in the way in which they 
were said to merge in the case of a trade. Such a conception 
did not arise. The consequence of a different conclusion 
would be startling. A loss in a vocation or trade could be 
set off against profits, and a man earning profits in some 
recognised form of undertaking could, if betting continuously, 
set off his betting losses against his business profits. 


(K.B.; (1925) W.N., 86.) 


Curtis v. J. & G. Oldfield, Limited. 
Defalcations by Manager are not Bad Debts. 


The Court held that a limited company was not entitled to 
deduct from its profits, for the purpose of an assessment to 
income tax under Schedule D, a bad debt consisting of 
defalcations by the late manager of the company. 


(K.B. ; (1925) 41 T.L.R., 373.) 


Rolls-Royce, Limited, v. Short. 


Claim to Relief from Income Taz. 


Where relief is claimed under the Finance Act, 1920, 
sect. 27, the principle to be applied is that both Dominion 
and United Kingdom income tax must have been paid in the 
same year, and in respect of the same income, and that 
where the Dominion business results in a loss, no relief from 
United Kingdom tax can be claimed. 


(K.B. ; (1925) 60 L.J.N., 295.) 


Inland Revenue Commissioners v. Roberts. 
Profits of Partnership Business sold to Company. 


The respondent was a partner in a firm on which early i 
the assessment year 1919-20 an assessment to income a? 
was made for that year under Schedule D on the average of 
the three previous years’ trading. On September 3rd, 1919, 
the firm sold their undertaking with all its profits as from 
January Ist, 1919, to a limited company, and the respondent 
became the holder of 21,000 shares in the company. For the 
year ending December 31st, 1919, the company declared a 
dividend and they deducted the appropriate amount of 
income tax. In computing the assessment of the respondent 
to super tax for the year 1920-21 the respondent’s share of the 
income tax assessment for the year 1919-20, apportioned up to 
September 2nd, 1919, was included, and there was also 
included such portion of the respondent’s dividend above 
mentioned as would be left by excluding the amount that 
accrued on a de die in diem basis from April 6th to 
September 2nd, 1919. On an appeal by the respondent 
against the super tax assessment the Special Commissioners 
held that such proportion of the dividend as was paid out of 
the profits for the period January Ist to September 2nd, 1919, 
must be excluded, and they reduced the assessment 
accordingly. 

It was held that as the dividend paid was in respect of the 
whole year 1919, and not merely in respect of the period from 
September 3rd to December 3ist, 1919, the decision of the 
Commissioners must be affirmed. 


(K.B. ; (1925) 41 T.L.R., 379.) 
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